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Industrial policy, which includes policies on SMEs promotion, if successfully implemented, has 
the potential to restructure economies of developing countries. However, when it comes to 
industrial policy implementation issues, a very frequent problem that developing countries face is 
the presence of limited capabilities among policy actors in charge of managing the implementation 
process. In Malawi, despite having well designed industrial policies, the SME sector is still 
underdeveloped, and this has partly been attributed to weak SME support institutions. The present 
study aimed at investigating and identifying implementation capabilities gaps in state SME support 
institutions in the country. With reference to literature on industrial policy implementation notably 
by Chang (2011, 2012), Khan (2015), Warwick (2013) and UNECA(2016), which highlight the 
role of implementation capabilities in the policy implementation process, the analysis seeks to fill 
existing gaps by revealing specific areas of implementation capabilities requiring more attention 
by scholars, researchers and policy makers. 
For the purpose of this study, mixed research methods were employed: heads of three government 
agencies that promote SMEs were interviewed and questionnaires were administered to 28 
employees within these agencies, on the basis of a purposeful selection. Secondary data sources 
were also used to complement information on resources and organisation systems. 
 Within the scope of the present research, implementation capabilities were categorised into 
employee capabilities, organisation systems, resources and inter-organisational coordination. The 
study found that employees’ capabilities gaps are minimal. Gaps have been identified in structures 
of the SMEs department, internal coordination of all institutions, financial resources accompanied 
by arbitrary allocation of funds, staffing levels and staff performance management systems and 
inter-agency coordination. Results suggest that the identified implementation capabilities gaps do 
not make it practically impossible to apply industrial policies in developing countries but rather 
call for interventions to address the gaps to increase policy implementation success. 
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1.1 Background to the Research Problem 
Small and medium enterprises (SMEs) form the majority of private sector players in the world and 
their socio-economic roles are well recognised. They play crucial roles in job creation for the 
growing workforce in developing countries, creating dynamic market oriented economies,  
alleviating poverty and advancing democracy (UNDP, 1999; OECD, 2004; World Bank, 2016). In 
recognition of these roles, governments in several parts of the world have given attention to the 
promotion of the SME sector by putting in place various policy measures and institutions to assist 
SMEs to operate efficiently and effectively (Levitsky, 1996).  
The Malawi Government has not lagged behind on the SME development agenda. Its industrial 
and trade policies have recognised that SMEs are the vehicle through which the country can 
restructure its economy and potentially solve high unemployment and poverty levels (Government 
of Malawi, 2016a, 2016b). However, despite this recognition from government, the challenge 
remains that the sector still operates in an environment that inhibits its growth. Government 
policies and institutions were put in place to solve challenges faced by SMEs but the sector has 
been stagnant. This has raised questions about the capabilities of SME promotion agencies to 
support government’s drive on SMEs and structural transformation. 
During the post-independence era1, the Government of Malawi focused on large manufacturing 
enterprises with little attention to SME development (Finmark Trust, 2012)2. Efforts to develop 
the SME sector began in the 1980s mainly with the establishment of institutions aimed to develop 
entrepreneurship and support SMEs. These institutions included the Development of Malawian 
 
1 Malawi gained its independence from the British rule in 1964 
2 Finmark Trust conducts the Malawi MSME FinScope Survey on behalf of the Malawi Government and other 
Governments. The Malawi MSME FinScope Survey is the only comprehensive survey report on the status of the 
MSME sector in Malawi. 
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Traders Trust (DEMATT), the Malawi Enterprise Development Institute (MEDI) and the Small 
Enterprise Development Organisation of Malawi (SEDOM)(Finmark Trust, 2012). MEDI was a 
training institution for existing and potential entrepreneurs. DEMATT was a business advisory 
agency while SEDOM specialised in financing SMEs. Other institutions that supported SMEs 
included the Malawi Export Promotion Council (MEPC), the Malawi Investment promotion 
Agency (MIPA) and the Malawi Industrial Research and Technology Development Center 
(MIRTDC). MEPC concentrated on facilitating and promoting international trade. MIPA focused 
on promoting investment, whether domestic or foreign, while MIRTDC was more oriented 
towards developing technologies that the industry in Malawi needed.  
Over the years, various changes have been made that have affected the institutional environment 
in support of micro, small and medium enterprises (MSMEs). In 2013, the government merged 
major institutions that support businesses because it was felt that these institutions put budgetary 
pressure on the Government. DEMATT, MEDI and SEDOM were merged into the Small and 
Medium Development institute (SMEDI). However, the new agency relinquished the financing 
roles as it was felt that combining financing and non-financial services in one institution would 
lead to under provision of non-financial services. It was argued that financing tends to provide 
better prospects to institutions and therefore more focus is shifted to it. MIPA and MEPC merged 
to form the Malawi Investment and Trade Center (MITC). Later in 2016, government transferred 
the roles of MIRTD to the Malawi University of Science and Technology and it was renamed the 
Industrial Research Center. Today, the concern remains that these restructured support institutions 
are failing to deliver on their strategic mandates, one of which is to contribute to SME development 
as is expected.   
1.2 Problem Statement  
Despite efforts to formulate policies and restructure state SME support institutions, the SME sector 
in Malawi has undesirable features. 91% of the existing SMEs are informal, experiencing restricted 
business growth and their average annual revenue is low (Finmark Trust, 2012). Furthermore, 
SMEs in Malawi are constrained by ineffective business development services, limited access to 
finance, limited access to appropriate production equipment and machinery among others 
(Finmark Trust, 2012). According to a study by Agar (2014),  most of these undesirable features 
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are rooted in the limited support that is offered to SMEs as a result of weak implementation 
capabilities of SME support institutions. This assertion is corroborated by Finmark Trust (2012) 
which posits that 62% of SMEs in Malawi do not know where to get support in spite of the 
existence of support institutions, and 48% of the SMEs are not aware of the existence of the support 
networks. While it is clear that there are implementation capabilities gaps in SME support 
institutions, it remains unknown as to which areas of implementation capabilities have such gaps. 
For SME support institutions to respond better to the needs of SMEs, it is essential to address the 
deep-rooted causes of institutional weaknesses and enable institutions to execute their strategies. 
There have been considerable efforts towards institutional strengthening especially through 
restructurings. However, this has not always been addressed with an understanding of SMEs’ 
needs. The main weakness in institutional strengthening has been its piecemeal approach as 
opposed to a holistic way of looking at implementation capabilities. Most often, institutional 
strengthening has focused on skills development alone and has not seemed to address the resource 
and systems constraints that accompany best practice institutional strengthening (International 
Labour Organisation, 2016). 
Successful implementation of any policy, strategy or programmes requires institutions with strong 
implementation capabilities. SME support institutions, being key actors in the SME policy 
implementation process, also require such capabilities to drive the SME development agenda. 
Absence or gaps in such capabilities in policy implementation actors reduce the chances of policy 
success while bridging the gaps enhances actors’ capabilities and success rate. It is therefore 
important that any gaps that may be prevalent in policy actors are addressed to ensure that SME 
policies, strategies and programmes are effectively implemented. 
1.3 Research Objectives 
The study aims at investigating and identifying implementation capabilities gaps in state 
institutions that promote SMEs in Malawi. Specific objectives are to: 
a) Assess gaps in employees’ capabilities in state SME support institutions; 
b) Assess gaps in organisation and delivery systems of the state SME support institutions; 
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c) Investigate resource gaps in state SME support institutions; and 
d) Examine the effectiveness of coordination mechanisms among SME support 
institutions. 
1.4 Research Questions 
The main research question is “What are the implementation capabilities gaps in state institutions 
that promote SMEs in Malawi?”. Specific research questions are: 
a) What are the gaps in capabilities of employees of state SME Support Institutions? 
b) What are the gaps in organisation systems of the state SME Support Institutions? 
c) What are the gaps in resources of SME Support Institutions? and 
d) How effective are coordination mechanisms among SME support institutions? 
1.5 Relevance of the Research 
Industrial policy, including policies that seek to promote SMEs, is key to ensuring that developing 
countries specialise and diversify their economic activities (Rodrik, 2004; Khan, 2015). However, 
their effective implementation is hampered by capabilities of support agencies to manage the 
industrial policy implementation process. Several authors state that developing countries lack 
implementation capabilities to effectively implement industrial policy (Altenburg, 2011; Chang, 
2012; Khan, 2015; UNECA, 2016). In Malawi, despite having well designed industrial policies, 
the SME sector is still underdeveloped, and this has partly been attributed to weak SME support 
institutions which hamper implementation success. With reference to literature on industrial policy 
implementation notably by Chang (2011, 2012), Khan (2015), Warwick (2013) and UNECA 
(2016), which highlight the role of implementation capabilities in the policy implementation 
process, this analysis fills the gap by revealing specific areas of implementation capabilities 
requiring more attention by scholars and researchers. Empirical findings further contribute to 
debates on industrial policies by analysing whether implementation capabilities gaps identified 
make it difficult or impossible for policies to be implemented.  
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Furthermore, results of the study advance the understanding of implementation capabilities among 
SME policy makers and implementing institutions. This enables them to gain insights into how to 
intervene and strengthen the management of the policy implementation phase to increase policy 
success.    
1.6 Conceptual Definitions  
Terms found in the literature which are synonymous with implementation capabilities (Khan, 
2015) are administrative capabilities (Chang, 2011; 2012; UNECA, 2016) and implementing 
capabilities (Altenburg, 2011). Despite the frequent use of these terms as crucial ingredients for 
policy implementation success, the authors do not provide a comprehensive explanation of the 
terms. Implementation capabilities can be seen as made up of two terms: implementation and 
capabilities. A further value of this research is to offer a definition of implementation capabilities 
by combining these two terms and investigating the concept empirically. Specifically, the study 
applies the conceptual framework of implementation capabilities to Malawi which has never been 
done before. 
One of the common definitions of implementation from the policy implementation perspective is 
offered by Van Meter and Van Horn (1975) who consider implementation as “encompassing 
actions by public and private individuals (or groups) that are directed at the achievement of 
objectives put forth in prior set policy decisions” (Van Meter & Van Horn, 1975:447). Similarly, 
Mazmanian and Sabatier (1983) define it as “the carrying out of a basic policy decisions, usually 
incorporated in a statute but which can also take the form of important executive orders or court 
decisions”(Mazmanian & Sabatier, 1983:20).  
The term capability is widely defined. Vincent (2008) differentiates capability from capacity. He 
views capability as a process that enables individual competences to be utilised and exploited while 
capacity is about amount or volume of resources at your disposal that can be utilised. He further 
states that capability is about getting done what is needed to get done while capacity is about 
having enough (Vincent, 2008). Andrews, Pritchett and Woolcock (2017) define capability as 
being able to fulfil functional roles. They further define organisation  capability in a policy 
implementation context as “the ability of an organisation to equip, enable, and induce their agents 
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to do the right thing at the right time to achieve a normative policy objective” (Andrews et al., 
2017b:22). They however differ with Vincent (2008) in that they view capacity as an element of 
capability. Andrews et al. (2017b) posit that capable organisations are those that equip their agents 
with the capacity, resources, and motivation to take actions that promote the organisation’s stated 
objective. Andrews et al. (2017b) can be said to expand Vincent’s (2008) definition of capability. 
Khan (2015) and Day (1994) define capabilities from a firm’s perspective but enhance the 
understanding of it. Khan (2015) looks at industrial policy as a tool for building a firm’s productive 
capabilities and classifies such capabilities into organisational capabilities and technical 
capabilities. He views organisational capabilities as “the ability of a firm to set up the production 
team, machinery and management systems in a manner that ensures a smooth flow of production, 
reduce bottlenecks, input wastage, maintain quality and respond to challenges” (Khan, 2015:112). 
He defines technical capabilities as “workers and managers’ abilities to use particular machines 
and technologies which are acquired through formal education and training, but often the tacit 
knowledge is acquired through learning by doing and experimentation” (Khan, 2015:107). Day 
(1994)  views capabilities as “complex bundles of skills and accumulated knowledge, exercised 
through organisational processes that enable firms to coordinate activities and make use of their 
assets” (Day, 1994:38). Definitions from a firm perspective seem to offer good insights. The two 
definitions highlight skills or knowledge, resources and organisation processes which ensure that 
knowledge/skills and resources are used in a coordinated way to generate organisation 
competencies. In the end, it is these competencies that enable organisations to get done what is 
needed to get done as explained by Vincent (2008).    
Despite differences in definitions, they all suggest that implementation is all about putting into 
action decisions as planned to achieve the intended outcome. Capabilities can be broken down into 
knowledge/skills, resources and organisation processes that give rise to organisational capabilities. 
The discussions of the two terms therefore helps the present author to define implementation 
capabilities as abilities, capacities and qualities that permit institutions or organisations to 
efficiently and effectively execute set policies and strategic decisions and where such abilities, 
capacities and qualities derive from harnessing organisation systems, knowledge and resources. 
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Available literature highlights elements of strong implementation capabilities as adequate time and 
sufficient resources (both human, physical and financial), required combination of resources, 
understanding objectives, correctly specified tasks, competences and  staff levels, bureaucratic 
structure and perfect communication (Van Meter & Van Horn, 1975; Khan, 2015; Freeman, 2016; 
International Labour Organisation, 2016; UNECA, 2016). Coordination whether inter- or intra-
organisational is another element of implementation capability. An organisation that is properly 
networked uses resources efficiently and inter-organisation linkages avoid duplications, resulting 
in efficient utilisation of resources  (International Labour Organisation, 2016; UNECA, 2016). 
The study measures areas of implementation capabilities based on their hierarchical levels which 
are employee, organisation and inter-agency coordination (systems capabilities) as classified by 
UNECA (2016). The definitions below are employed for the study. 
Employee capabilities refer to the ability of an employee to perform assigned tasks as expected 
with the required competencies. Areas sought to be assessed include education levels, work 
experience, skills and employee motivation. 
Organisation capabilities refer to the ability of an organisation to manage its resources for superior 
performance. Organisation and delivery systems refer to the way an organisation is set up to deliver 
its services to targeted clients. Areas sought to be assessed include organisation structure, 
organisation routines and procedures and monitoring and evaluation system. Organisation 
resources refer to a useful or valuable possession of an organisation which can be applied to acquire 
and maintain competences. Areas assessed include human resources, financial resources and 
technical or physical resources. 
Coordination simply refers to synchronisation among departments, organisations or groups. 
Coordination mechanism refers to means of ensuring that departments, organisations or groups are 
working together towards common goals. The area sought to be assessed is the presence of a 
coordination platform and how effective the platform is in unifying actors in the SMEs sector.  
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1.7 Outline of the Study 
This dissertation is structured in the following chapters. Chapter One has provided a background 
to the study and has presented the problem statement, research objectives, research questions, 
rationale and conceptual definitions. Chapter Two reviews relevant literature on key concepts and 
theories applicable to industrial policies. Chapter Three provides an overview of Malawi’s 
economy and SME policy direction. The methodology for the research is outlined in Chapter Four 
while the results of the study are presented and discussed in Chapter Five. Finally, Chapter Six 









This chapter reviews literature on industrial policy and how it relates to the present study, 
theoretical debates on industrial policy and industrial policy process. Furthermore, the chapter 
discusses SMEs, SME support institutions and empirical literature on implementation failures and 
capabilities. 
2.2 Defining Industrial Policy and its Linkage to SME Promotion 
There is still no consensus on what industrial policy is. The differences arise from some scholars 
and commentators looking at industrial policy in broad perspectives while others look at it in a 
narrow sense. Those who view industrial policy in broad perspectives argue that any government 
intervention that can influence competitiveness of firms or industries in a particular country is 
industrial policy (Rodrik, 2004; Warwick, 2013). One of such definitions is offered by Warwick 
(2013:16) who defines industrial policy broadly as  
any type of intervention or government policy that attempts to improve the business 
environment or alter the structure of economic activity toward sectors, technologies or 
tasks that are expected to offer better prospects for economic growth or societal welfare 
than would occur in the absence of such intervention. 
Andreoni and Chang (2016) recognise that many commentators who adopt a broad definition 
include infrastructure policy, education policy and tax policy as part of industrial policy. Similarly, 
Pinder (1982) includes these and others such as public procurement policies, trade policies, 
competition policies. Conversely, those who define industrial policy narrowly base it on the fact 
that industrial policy involves selective or targeted measures for particular firms or industries and 
usually manufacturing (Rodrik, 2004; Warwick, 2013; UNECA, 2016). Rodrik (2004) offers a 
more neutral definition of industrial policy by viewing it as “restructuring policies in favor of more 
dynamic activities generally, regardless of whether those are located within industry or 
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manufacturing per se” (Rodrik, 2004:2). However, Chang (1993) defines industrial policy based 
on the narrow approach and views it as “government actions supporting the generation of 
production and technological capacity in industries considered strategic for national development” 
(Warwick, 2013:14). Andreoni and Chang (2016) add to the support for the narrow view by 
stressing that many commentators define industrial policy as ‘selective’ or ‘sectoral’ industrial 
policy because any policy application has a selective outcome. The present study adopts a broader 
view of industrial policy because it accommodates more interventions that could be applied to 
promote SMEs. 
Industrial policies are categorised into three types namely horizontal, vertical or selective and 
frontier policies (Peres & Primi, 2009; Warwick, 2013; UNECA, 2016). Horizontal policies are 
policies that improve the general business environment or framework conditions (Peres & Primi, 
2009). Vertical or selective policies are policies that deliberately favour particular industries or 
sectors or even firms over others (Peres & Primi, 2009). Frontier policies are policies that respond 
to a broader national development vision and seek to create capabilities in key strategic 
technological and science areas (Peres & Primi, 2009; UNECA, 2016).  
Linking industrial policies to SME development, several scholars have clearly indicated that SME 
promotion is an integral part of industrial policies (Pinder, 1982; Peres & Primi, 2009; Ohno, 2013; 
Warwick, 2013; UNECA, 2016). UNECA (2016) and Pinder (1982) include policies on SME as 
part of industrial policies. Ohno (2013) specifically argues that though the contents of industrial 
policies may differ across countries, SME promotion, technology transfer and education and 
training are part of any industrial policy. The logic is found in  Peres and Primi (2009) who posit 
that  industrial policy as a microeconomic policy seeks to influence the behaviour of economic 
agents among which are SMEs.  
2.3 Theoretical Perspectives on Industrial Policies and SME Support Delivery Models 
Implementation failures in SME support institutions have been theoretically linked to the way 
support is delivered to SMEs. While proponents of structuralist economic theories support state 
led interventions, neoclassical theorists attribute weaknesses in support institutions to the absence 
of market orientation by state led service providers. The weak nature of implementation 
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capabilities – and, therefore, support – is connected to business development services (BDS) 
delivery models. The two theoretical perspectives are discussed below.  
2.3.1 Neoclassical perspective on industrial policies and SME support delivery model  
The neoclassical theory of economic development believes in the principles of free markets. Its 
proponents posit that markets have self-adjusting mechanisms and these lead to efficient allocation 
of resources. According to this thinking, for economies to grow, principles of free markets which 
lead to privatisation, deregulation and liberalisation have to be followed (Fogelberg & Kulkarni, 
2005; Hausmann & Rodrik, 2006; Peres & Primi, 2009; Chang, 2010). The basis of the theory is 
that free markets lead to a competitive environment and the competitive forces will incentivise 
producers to make the best decisions in a market (Fogelberg & Kulkarni, 2005; Hausmann & 
Rodrik, 2006). Furthermore, markets have a miraculous capacity to solve coordination problems, 
something that would be a huge task to achieve through purposeful planning of agencies. They 
argue that government interventions therefore lead to the distortion of market operations. 
Neoclassical theorists argue against the use of industrial policies and targeted industrial policies 
are even more controversial as they entail a higher degree of state intervention. They argue that 
‘active’ or targeted industrial policies are not needed because markets can automatically select 
sectors or firms in a manner that can result in efficient resource allocation. Thus, the leeway for 
the state to intervene in the market is restricted to ensuring a conducive environment for business. 
Neoclassical theorists further argue that governments often do not have information and 
capabilities to design effective industrial policies (Hausmann & Rodrik, 2006; Peres & Primi, 
2009; Warwick, 2013). They maintain that industrial policy picks winners and government does 
not have the information to pick winners or decide which sectors or firms merit the support. As a 
result, support could be given to declining industries or firms in an attempt to protect jobs and 
withdrawing such support could be difficult where it is no longer needed. Furthermore, they  argue 
that as much as markets can fail, government can fail too and the effect on societal welfare would 
be worse (Hausmann & Rodrik, 2006).  Karlsson and Karlsson (2002) argue against industrial 
policies based on the public choice perspective. They argue that governments’ failure is high 
because of self-seeking behaviour of agents (including politicians and public officials), who only 
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want to optimise their utility. Therefore, the state cannot always improve economic and social 
conditions but can end up creating economic and social problems (Karlsson & Karlsson, 2002).  
 
Arguments are also made against industrial policies on historical grounds. Firstly, import 
substitution industrialisation resulted in support for inefficient industries and necessitated 
permanent subsidies for those firms to survive (Öniş, 1991; Di Maio, 2009; Peres & Primi, 2009). 
Secondly, state interventions tended to enhance rent seeking behaviour and moved attention of 
productive agents away from productive activities to lobbying for increased rents (Di Maio, 2009; 
Peres & Primi, 2009; Warwick, 2013). Lastly, the high performance of East Asian countries was 
due to the export oriented policies with a strong private sector and market incentives at the centre 
(Öniş, 1991; Chang, 2011).         
Neoclassical thinking has influenced how support should be delivered to SMEs. Traditionally, 
governments and even donors have supported SMEs directly. The neoclassical view is to shift to 
a more market-led approach (CDASED, 2001). Most of this work is credited to the Committee of 
Donor Agencies for Small Enterprise Development3 (CDASED). The committee produced 
guidelines for a Market Development Approach (MDA) to business development services. The 
CDASED highlights two approaches to assisting businesses, namely, the Traditional Approach 
and the Market Development Approach. The committee argues that in the traditional or state-led 
approach, governments or donors provide business support directly to SMEs through public BDS 
providers or by permanently subsidising BDS delivered by other institutions. As a result, these 
substitute the market. In the market development approach, donors and governments must play the 
role of facilitators to build demand and supply of the BDS market (CDASED, 2001). The 
committee further argues that the state-led approach has not only tended to overcrowd existing and 
potential commercial BDS providers but has also failed to achieve maximum outreach to SMEs. 
Furthermore, sustainability of institutions has been low because programmes end when funds are 
 
3 The Committee of Donor Agencies for Small Enterprise Development is a forum of diverse multilateral and bilateral 
agencies with the aim of information exchange and activity coordination in the area of small enterprise. 
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exhausted. The Market Development Approach is grounded in the theory that support to SMEs 
including BDS is a private and not public good and should, therefore, be left to the market. Impact, 
outreach, cost effectiveness and sustainability can only be achieved in a well-developed market 
for BDS (CDASED, 2001; OECD, 2004; Philip, 2006; Rogerson, 2006). This cannot be achieved 
by direct provision of BDS by donors and governments as subsidies in either supply or demand 
sides distort the market (CDASED, 2001). The thinking is that instead of governments intervening 
by providing direct support to SMEs at subsidised rates, they should focus on influencing changes 
in the system for SMEs, so that the supporting role is by private sector players. Rogerson (2006) 
agrees that the market development approach, which uses the private sector to support SMEs, is 
better than direct support by donors and governments. He posits that it is demand-led rather than 
supply-led, it is sustainable after donors or government’s support is closed, and that the potential 
impact of support delivery is higher than with government agencies (Rogerson, 2006). 
Philip (2006) believes that the move to a market development approach was part of the “Neo-
liberal discovery of institutions”. Following the works of Douglass North which critiqued 
mainstream economics for ignoring the role of institutions, neoclassical economists shifted their 
economic thinking to include institutions in explaining economic growth. Thus markets were 
placed within contexts of both market forces and social forces using institutional factors and rules 
of the game (Philip, 2006). The argument against the state-led approach was that subsidies to SMEs 
result in over reliance and distort the service market and consequently undermine market force 
development (Philip, 2006). All the arguments imply that governments should not have agencies 
that provide direct support to SMEs. 
 2.3.2 Structuralist perspective on industrial policy and SME support delivery model 
Structuralist economists argue that state intervention is needed to achieve economic development. 
The neoclassical belief in free markets is strongly challenged by theorists of structuralist 
orientation. The argument is that markets operate imperfectly and thus it is hard for markets on 
their own to lead to economic development  (Peres & Primi, 2009). Market failures in the form of  
externalities, credit market imperfections and coordination failures require government’s action 
(Hausmann & Rodrik, 2003; Peres & Primi, 2009; Warwick, 2013).     
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Structuralists argue that sectors or productive activities exhibit qualitative and quantitative 
differences and economic development entails structural change. Structural change involves costs 
and barriers which must be overcome through state intervention and therefore necessitates 
industrial policies (Hausmann & Rodrik, 2003; Rodrik, 2004). Industrial policy is needed to create 
asymmetries in favour of activities considered strategic for long-term growth (Peres & Primi, 
2009). It is therefore justified to address market failures that hinder structural change. Rodrik 
(2004) argues that structural change is not a natural process because market prices cannot reveal 
the returns of resource allocations to activities that are not yet discovered. Information and 
coordination externalities blur the prospects of investing in non-traditional activities. Infant 
industry justification for state support of capability-building stems from imperfect capital markets 
and problems of appropriability necessitating tariff or import quotas to protect budding sectors 
from international competition (Warwick, 2013). In terms of coordination failures, new industries 
with high prospects can only develop if investments upstream and downstream happens 
simultaneously. Private contracting is the best solution to coordination failures but does not work 
due to the lack of commitment from interested parties and this necessitates state intervention by 
imposing a plan (Rodrik, 2004; Peres & Primi, 2009; Warwick, 2013; UNECA, 2016).   
Structuralists further argue that industrial policy is a government intervention just like many other 
interventions, be it health, education or fiscal policies. These other policies are equally difficult to 
implement  but do not receive the same harsh treatment as  industrial policy (Hausmann & Rodrik, 
2006). The question therefore should no longer be why but how industrial policy can be better 
designed and implemented (Rodrik, 2004; Hausmann & Rodrik, 2006; Warwick, 2013). Thinking 
in this line, industrial policy should be seen as complementing market forces because it reinforces 
the allocative effects that the existing markets would otherwise produce. Rodrik (2004) argues that 
the traditional arguments against industry policy lose force when it is viewed as a “discovery 
process where firms and the state learn about underlying costs and opportunities and engage in 
strategic coordination” (Rodrik, 2004:3). Arguments about government lacking capability and 
information are thus less valid with collaboration because industrial policy is all about the state 
gathering information from the private sector on the likely externalities and addressing them. 
Developing countries have specifically been warned against applying industrial policy because 
they lack capabilities to successfully design and implement industrial policy. However, Chang 
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(2012) argues that even if developing countries lack such capabilities, capabilities can be built as 
the country learns from implementing such industrial policies. He uses the cases of South Korea 
and Taiwan to justify that high-quality bureaucracy can be built quickly. South Korea started its 
economic miracle in the 1960s when its bureaucrats did not have high quality capabilities and used 
to send its officials to many countries for extra training including Pakistan and the Philippines 
(Chang, 2012). Likewise, in the 1950s and 1960s, Taiwan generally had low bureaucratic 
capabilities. However, the two countries strengthened and developed high quality capabilities 
through investing in training, reforming their organisations, and improving their incentive systems 
(Chang, 2012). Hausmann and Rodrik (2006) concur and add that late industrialisers can learn 
from the experiences of early industrialisers and therefore practical problems should not regard 
industrial policy as impossible to implement. Furthermore, even when government does not have 
perfect information,  neither does the private sector and  the ignorance creates information 
externalities that necessitate industry policy (Rodrik, 2004). Historical evidence shows that today’s 
advanced countries have applied various industrial policies to develop their economies and catch 
up on early industrialisers compelling Wade (2015) to warn developing country policy makers to 
be “cautious about accepting mainstream economists’ blanket negatives about industrial policy” 
(Wade, 2015:77). 
The structuralist justification of support to SMEs is well put in UNECA (2016). The 2016 report 
on Transformative Industrial Policy for Africa argues that support of SMEs is justified on 
capability basis. Accumulation of capabilities requires inputs that SMEs cannot afford on their 
own and the state has to intervene (UNECA, 2016). SMEs cannot conduct research and 
development, procure expensive equipment, train workers and conduct export marketing on their 
own. 
The argument that governments should be restricted to a more facilitating role in supporting SMEs 
seems idealistic and fails to consider the economic realities of specific countries. Instruments used 
to support SMEs as private entities have also not been spared from market failures. Rogerson  
(2006), though praising the market development approach to business development services, 
acknowledges that the approach tends to ignore businesses in the rural areas where services are 
required but SMEs cannot afford them (Rogerson, 2006).     
16 
 
Several authors acknowledge the presence of market failures in the business development services 
markets for SMEs. Atherton, Philpott and Sear (2002) identified market failures in the provision 
of business support services to SMEs especially for information and advice provision both as 
mixed and public goods. They argue that the presence of market failures justifies government 
interventions, which may be in form of having state SME promotion agencies to play the roles 
which  private BDS providers are failing.  Hallberg (2002) extends this argument and views SME 
development strategies as part of private sector strategies since SMEs are in the majority; he 
recommends that governments initiate market completing interventions that address market 
failures that contribute to disadvantages to SMEs in terms of costs and access to markets among 
others. This illustrates how government intervention should depend on the realities on the ground. 
In addition, a condition for government intervention for SMEs is offered by Harvie and Lee 
(2003:7) who state that 
A market failure argument for government policy in favor of SMEs must demonstrate not 
only that there is a failure of the market in some sense but also – since, in general, subsidies 
to one sector of the economy have to be provided at the expense of other sectors or by way 
of additional taxes raised for the purpose – that such a policy is capable of delivering net 
welfare benefits to society as a whole. 
2.4 The Industrial Policy Process 
The industrial policy process has three stages, namely design which includes conceptualisation, 
implementation and assessment (Peres & Primi, 2009; Felipe & Rhee, 2015a). A well 
conceptualised and designed policy is crucial for policy success as it ensures that appropriate 
priorities/targets, objectives, instruments and institutional arrangements are selected (Peres & 
Primi, 2009; Khan, 2015). The key issues in conceptualising and designing policies are policy 
realism, policy adaptability and political base (UNECA, 2016). Policy realism implies that chosen 
policies must be realistic. Industrial policy targets must consider existing and potential productive 
capabilities of firms. Policy adaptability ensures that industrial policies are able to respond to 
changing conditions. To this effect, two issues arise. Firstly, policies have to be adjusted depending 
on whether productive capabilities in target industries are improving as projected or not. If 
improvements are not satisfactory, causes need to be diagnosed. Secondly, even if policies are 
successfully implemented, they still need to be changed over time. Policy design should also 
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consider the political economy which entails a balance between classes, a strong state-business 
relation and flexible ideologies. Of particular attention is that a state must have embedded 
autonomy (Altenburg, 2011; UNECA, 2016). Khan (2015) argues that industrial policy design 
should be informed by, among other things, constraints and contracting failures that hinder the 
attainment of country specific social and economic objectives.  
The success of policies also depends on implementation which is the second phase. This phase is 
mainly concerned with managing the process of implementation. In this process, two issues are 
crucial:  implementation capabilities and incentives management (Khan, 2015). These are also 
referred to as administrative capabilities (Chang, 2012) and UNECA (2016) or implementing 
capabilities (Altenburg, 2011). Implementation capabilities are crucial for the successful 
implementation of industrial policies and since policy implementation entails multiple actors, 
implementation capabilities are required in all policy implementation actors, whether public 
agencies or private organisations. The issue in developing countries is that administrative or 
implementation capabilities are lacking at all levels of individual, organisation and organisation 
networks (Chang, 2012; Khan, 2015; UNECA, 2016). Warwick (2013)  concurs and quotes Chang 
(2011) to show that “the debate has revealed that the issue of organisational design and institutional 
building is as much, if not more, important in determining the success of industrial policy as the 
issue of designing incentive schemes” (Warwick, 2013:22). Government agencies need 
capabilities to ensure that various policies and incentives do not offset each other as that possibility 
exists (Khan, 2015). For example, where there is tariff protection in some input market, the taxes 
may cancel any subsidies that the firm receives. The second issue, incentives management is 
equally important. Incentives need to be well designed and managed to ensure that good 
performance is rewarded while bad performance is punished (Khan, 2015). In implementing this, 
policy makers should be aware of firms’ responses to incentives during implementation because 
beneficiaries of incentives may overstate good performance and understate poor performance. 
Altenburg (2011) sums all implementation issues as the need for policy makers to have capabilities 




Assessment is the third phase of the policy process and it entails monitoring and evaluation. It has 
been noted that policies need to be adaptable and performance needs to be rewarded or punished 
depending on whether results are desirable or not. To track the progress of impact of policy 
measures, there is need for continuous monitoring to generate data which can be used for 
evaluations. Thus, monitoring and evaluation (M & E) need to be embedded in the entire design 
and implementation process. An M & E system also reinforces an agency’s enforcement 
capabilities (Khan, 2015). Effective monitoring and evaluation require setting clear objectives, 
check-up mechanisms and putting up coordination mechanisms among agencies (Felipe & Rhee, 
2015b). Altenburg (2011) states that policy makers must ensure effective regulatory and support 
services by setting up a verifiable performance measurement system which is participatory. While 
indicators for assessment can be at aggregate economy, sector or firm level, assessments also need 
to combine qualitative and quantitative approaches (Felipe & Rhee, 2015b). 
2.5 SMEs and Support Institutions 
The terms SMEs and MSMEs are often interchangeably used. SMEs are not universally defined, 
and every country has its own definition. There are over 50 different definitions of SMEs in over 
75 nations based on studies by the International Labour Organisation (Gibson and Van Der Vaart, 
2008). SMEs are either defined qualitatively based on  relatively small market share, owner 
managed, and independent of a large enterprise (Abor, 2010), or quantitatively based on employee 
numbers, turnover and maximum asset value (Pula & Berisha, 2015).  
The commonly used definition which is also applicable to this study is the one based on 
quantitative measures because it is difficult to measure qualitative variables (Curran & Blackburn, 
2001; Atherton et al., 2002; Pula & Berisha, 2015). Despite variations in definitions of SMEs 
across countries, it is important for any country to adopt a clear definition. SME definitions help 
to prepare statistics and monitor performance of the SME sector, benchmarking against other 
countries or regions, impose tax and other regulations and help set eligibility of public support to 
businesses (Curran & Blackburn, 2001; OECD, 2004). The criteria used to define SMEs are 
influenced by scale and structure of businesses in the economy, geographical placement and the 
legislations in a particular country (OECD, 2004; Smit & Watkins, 2012). 
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Most countries establish and improve special institutions to assist SMEs  to remedy the challenges 
SMEs face (Levitsky, 1996; Dominguez, 2018). These institutions take different forms and can be 
categorised as public or state, Non-Governmental Organisations (NGOs) and private institutions 
(Levitsky, 1996). Public institutions may be a department within a government ministry, a 
parastatal or other form of government agency that serve SMEs. NGOs are outside the realm of 
government and offer services that are not set to make profits. Their income is usually from fees, 
income generating activities and donors. Private institutions include business associations who 
represent interests of businesses and provide services along the way and business consultants 
(Levistky, 1996).  
SME support institutions perform various roles. The International Labour Organisation (2016)  
states that SME promotion agencies play the role of coordination and implementation of support 
to SMEs. The OECD describes the support as financial, informational and building management 
capacity (OECD, 2009). Levitsky (1996:5) specifically describes the core work of SME support 
institutions as “providing technical, management and promotional services for small enterprises”. 
These  institutional support programmes are further specified as information, counseling, training, 
advice,  financial assistance and technical assistance including technology transfer and marketing 
assistance (CDASED, 2001; OECD, 2004).  
Others have categorised the support given to SMEs into financial and non-financial with non-
financial services being referred to as business development services (BDSs). The definitions by 
the International Finance Corporation (2006) and Pietrobelli and Rabellotti (2002) offer a clear 
demarcation of categories of support to SMEs. The International Finance Corporation4 views BDS 
as  “non-financial services and products offered to businesses at different stages of their life cycle” 
(International Finance Corporation, 2006:52). Pietrobelli and Rabelloti (2002) view BDS to be the 
same as industrial extension services, support services, advisory services, or business services, the 
 
4  The International Finance Corporation is a sister organisation of the World Bank and member of the World Bank 
Group and focuses on the private sector development in developing countries. Its products include investment, advice 
and mobilising private capital. 
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provision of which helps not only in knowledge and technology transfer but also in facilitating 
learning. The approach of the study is to follow these categorisations. 
2.6 Empirical Literature on Implementation Failures and Capabilities  
Several studies have investigated issues of implementation failures and elements that concern 
implementation capabilities. Bin Yusoff and Bin Yaacob (2014) surveyed reports of five key state 
business promotion agencies in Malaysia to identify challenges within the operations of the public 
SME promotion agencies. They found that service delivery to SMEs was hindered by stringent 
and rigid conditions for accessing support, long bureaucratic structures for SMEs to access the 
services and negative perceptions by SMEs of advisors capabilities (Bin Yusoff & Bin Yaacob, 
2014).   
The International Labour Organisation (2016) surveyed six state-led SME Promotion Agencies 
each in Brazil, Chile, South Africa, South Korea, Spain and USA to inform the Government of 
Costa Rica on how to frame a new SME agency it intended to set up. The report identified best 
practices of SME promotion agencies that are critical for effective implementation. At individual 
officers’ level, it identified adequate skills, experience and commitment of workers. At 
organisation level, the survey report highlighted the ability to adapt interventions to changing 
needs, alignment of BDS instruments to policies, adequate financial resources to implement 
programmes that meet objectives, adequate staffing levels, existence of programme monitoring 
and evaluation systems, number of outreach points and structure of the organisation (International 
Labour Organisation, 2016).  
The Government of Lesotho (2008) conducted a survey which included in-depth interviews with 
government officials and the private sector, in addition to a quantitative survey of 610 SMEs, to 
inform them on SME support programming. The study found that only 14% of SMEs accessed 
business development services and that there were large overlaps between institutions that support 
SMEs due to a lack of clarity about their roles (Government of Lesotho, 2008). There was no 
communication among them, and institutions were underfunded to carry out their mandates. SMEs 
themselves felt that support institutions had a reputation of not having capable officials to assist 
them.   
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Panday (2007) used a descriptive and exploratory case study approach to investigate the source of 
problems of coordination among organisations implementing same policies in Bangladesh and 
linked them to implementation failure. He found the absence of institutionalised rules, poor 
financial resources and arbitrary allocation of funds to be the root cause of implementation failures. 
Poor intra-organisation coordination resulted from poor quality workforce, lack of delegation 
powers and political appointees. Poor intra-organisation negatively affected policy 
implementation, project completion, project costs and public service delivery (Panday, 2007). 
2.7 Conclusion 
Industrial policies which include policies to support SMEs are crucial for restructuring economies 
and transitioning countries from poor to rich countries. However, their use remains controversial 
among neoclassical economists. One of the reasons for their failure comes from the fact that 
developing countries do not have capabilities to manage the implementation process. Structuralists 
are of a different view, arguing that such capabilities are and can be built over time. Despite the 
fact that scholars have pinpointed implementation capabilities as a critical issue during industrial 
policy implementation, empirical literature is lacking on the possible areas of implementation 
capabilities that may contribute to policy implementation failures. Furthermore, the concept of 
implementation capabilities has not been comprehensively defined by the scholars who identified 
it as critical and can benefit by further empirical investigation like the one developed in this study.  
The next chapter presents the economic and policy context of this study. The context is an 











MALAWI’S ECONOMIC CONTEXT AND SME POLICY DIRECTION 
 
3.1 Introduction 
This chapter draws on concepts and theories relating to industrial policy and provides an overview 
of Malawi’s economy including the state of the SME sector and policy direction in Malawi. 
3.2 Malawi: The Economic Context 
Malawi is one of the poorest countries in the world with a nominal per capita income of $411 and 
over half of its population living in poverty (NSO, 2017; World Bank, 2020). The 2019 Human 
Development Index ranks Malawi at 172 out of 189 countries. About 85% of Malawi’s population 
of approximately 17.5 million live in rural areas. In 2019, Malawi’s economy grew by 4.4%, an 
increase from 3.5% in 2018 (World Bank, 2020). This increase is attributed to an improvement in 
agriculture production especially maize and tobacco. Real GDP growth for 2020 is projected to 
increase to 4.8% as a result of strong harvests expectation (World Bank, 2020). 
Agriculture is a dominant sector of the economy, absorbing some 64% of the labour force and 
accounting for about 80% of Malawi’s export earnings (National Planning Commission, 2020). 
The basket for exports is highly concentrated on a few cash crops which include tobacco, tea, 
coffee, and sugar cane with tobacco alone generating about 40% of export earnings (MoFEPD, 
2019). In terms of sectoral composition, agriculture contributes about 28% to GDP. Industry 
contributes about 14% while services account for 58% of Malawi’s GDP (MoFEPD, 2019). 




The business environment is less conducive. The 2009 Economic Empowerment Roadmap noted 
that previous efforts to empower businesses especially locally owned have fallen short. The Africa 
Competitiveness Report 2017 ranks Malawi at 134 out of 138 surveyed countries, with very low 
rankings for infrastructure (135th), macroeconomic environment (137th), health and primary 
education (120th), higher education and training (131st), technology readiness (135th) and market 
size (125th). These are key in driving productive efficiencies (Ohno, 2013; Warwick, 2013). 
3.3 The SME Landscape in Malawi 
3.3.1 Definition of SMEs in Malawi 
The definition of SMEs in Malawi is contained in the Micro, Small and Medium Enterprises Policy 
(2019-2023). The policy defines SMEs based on the quantitative method and uses number of 
employees, annual turnover and maximum asset values. It is noted that in Malawi, the definition 
added ‘micro’ and hence usage of the term “MSME”.  
In terms of number of employees, micro enterprises employ one to four people; small enterprises 
employ 5-20 people and medium enterprises employ 21-99 people. In terms of annual turnover, 
micro enterprises make an annual turnover5 of up to K5,000,000.00 ($7000); small enterprises are 
those with an annual turnover from MK5,000,000 ($7000)   – MK50,000,000.00 ($70000)   and 
medium enterprises are those with annual turnover of from MK50,000,000 ($70000)-
MK500,000,000.00 ($700000). For the asset value parameter, micro enterprises are those with 
asset value of up to MK1,000,000.00 ($1400); small enterprises have assets from MK1,000,000 
($1400)-MK20,000,000.00 ($28000) and medium enterprises are those with over 
MK20,000,000.00 ($28000)-K250,000,000.00 ($350000) asset wealth. Asset figures exclude land 
and buildings for manufacturing MSMEs (Government of Malawi, 2019). Table 3.1 below shows 
the parameters and values used in defining SMEs in Malawi.  
 
 
5 At the time of formulating these values, a US Dollar($) was equivalent to about 714 Malawi Kwacha(MK) 
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Annual turnover (in Malawi 
Kwacha) 
Maximum assets (exclude 
land and building – for 
manufacturing 
enterprises) (in Malawi 
Kwacha) 
Micro 1 – 4 Up to MK5,000,000.00  MK1,000,000.00   
Small 5 – 20 Above MK5,000,000 -
MK50,000,000.00 
MK20,000,000.00  
Medium 21 –  99 Above MK50,000,000 -
MK500,000,000.00 
MK250,000,000.00  
Source:  The MSME Policy (2019-2023)  
 
3.3.2 Size and characteristics of the SME sector in Malawi 
The 2012 Malawi MSME FinScope Survey6 estimated that Malawi has about 1 million MSMEs. 
These MSMEs employ about 1 million people and generate a combined revenue of around MK326 
billion ($2000000) annually. The notable issue, however, is that most of the MSMEs in Malawi, 
about 59%, do not employ other people. Fourty-one per cent of MSMEs create employment. 44% 
of MSMEs are in agriculture, 42% in wholesale and retail, 12% are in manufacturing and 4% in 
other services. The report revealed that MSMEs struggle to generate income especially those in 
the agricultural sector. On average (based on 2011 figures) MSMEs generated MK326000 ($2000) 
per year though many perform below this average(Finmark Trust, 2012).   
The 2012 Malawi MSME Finscope Survey further states that 85% of MSMEs are in rural areas 
while 15% are urban areas. The most significant revelation is that 91% of MSMEs are informal. 
The majority of MSMEs (81%) are micro, 17% are small and only 2% are in the medium category 
 
6 The Malawi MSME FinScope Survey is the only comprehensive report that provides information on the status of 
SMEs in Malawi. The latest report of the survey which is conducted by Finmark Trust on behalf of the Government 
of Malawi was produced in 2012. 
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(Finmark Trust, 2012). Therefore, it is said that there is a ‘Missing Middle’ of enterprises in 
Malawi (Government of Malawi, 2019). 
Furthermore, SMEs require educational interventions in Malawi. The majority of owners of 
businesses, approximately 68% have attained basic education status, 19% have secondary 
education certification, and about 11% have no formal education, while only 3% have work related 
technical trainings and 0.35% are university graduates (Finmark Trust, 2012).     
 3.3.3 Challenges facing SMEs in Malawi 
SMEs in Malawi face numerous challenges which are expected to be mitigated by SME promotion 
agencies’ support. The 2012 Malawi MSME Finscope Survey highlights lack of skills in export 
marketing and export procedures, lack of credit facilities in general and export credit in particular, 
lack of information on export markets, lack of appropriate technology to produce quality goods 
and achieve high productivity, very small size of individual MSMEs which limits their ability to 
meet local and  export orders and demands and lack of information especially due the fact that the 
majority of MSMEs are in rural areas where information is hard to get (Finmark Trust, 2012). 
Majanga (2015) surveyed 76 MSMEs in Blantyre City to understand the challenges hindering their 
business growth. He found that financing is one of challenges facing SMEs. SMEs have limited 
access to finance owing to their high perceived risk. Because of this, financial institutions set 
stringent conditions on top of the high interest rates in Malawi and the challenge is even bigger 
when an enterprise is in its infant stage since it does not have a proven history (Majanga, 2015; 
Zidana, 2015).  
The 2014 report on Agribusiness SMEs in Malawi found that SMEs use very limited business 
development services and that there were no specialist BDS providers in districts. The low ability 
of SMEs to pay for the services has made service providers concentrate only in cities (Agar, 2014).  
The MSME Policy (2019-2023) highlights the following challenges: limited access to capital and 
high cost of capital for MSMEs; weak support institutions; limited access to markets; limited 
access to information; unreliable and costly business infrastructure services; the inability by 
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MSMEs to meet product quality and standards; and low levels of skills and weak culture of 
entrepreneurship amongst indigenous Malawians (Government of Malawi, 2019). 
3.4 SME Policy Direction in Malawi 
The first Policy on SMEs was formulated and approved in 1998. The policy aimed at creating a 
conducive environment for SMEs. Its priority areas were fiscal policies in relation to SMEs, 
monitory and banking policy in relation to SMEs, trade and industry matters, quality and standards, 
registration and licensing, information base, access to raw materials and markets, technology, 
infrastructure development and institutional framework. The 1998 SME policy was reviewed and 
the revised one was approved in 2019. The review concluded that the 1998 SME policy was not 
successfully implemented because of poor implementation arrangements in which institutions 
were not specifically assigned roles in the policy.  
The 2019 approved SME policy built on the weaknesses of the 1998 SME policy and further 
responded to local and international developments. The goal of the MSME policy is to attain an 
open, supportive and sustainable policy environment necessary for rapid national economic 
growth. The policy seeks to address key constraints that inhibit the competitiveness and growth of 
the MSME sector. The revised Policy prioritises the following areas: 
a) Legal, regulatory and institutional environment for MSME growth;       
b) Access to finance;  
c) Access to markets; 
d) Entrepreneurship development;   
e) Business information and skills; 
f) Operation of value chains; 
g) Business infrastructure; 
h) Development of MSME networks and clusters; and 
i) Cross-cutting issues: Gender, HIV/AIDS, the environment and the disabled. 
The policy has entrusted the implementation of different areas to different institutions. These 
include state promotion agencies, business membership associations, civil societies and private 
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business support providers. The Ministry of Industry and Trade is charged with coordination roles. 
The ministry has two institutions under it, one of which (Small and Medium Development 
Institute) focuses wholly on SMEs and the other (Malawi Investment and Trade Center) assisting 
SMEs in areas of trade facilitation. 
3.5 Conclusion 
SMEs are the majority private sector players and supporting them increases their chances of 
graduating to large private sector players. However, empirical literature on implementation 
capabilities of SME support agencies in Malawi is lacking. The revelation of weak institutions as 
a contributor to limited support to SMEs lacks the depth in revealing what capabilities are missing 
in subsidised SME support institutions that inhibit service delivery.  The commercial support 
services market in Malawi is underdeveloped and where players are available, they are only 
concentrated in urban areas. The private business support system cannot be traced and thus state 
SME support institutions must compliment market players. The foregoing necessitates, therefore, 
that efforts be in place to build implementation capabilities of SME support agencies to deliver 
their mandates on SMEs.   
 

















This chapter presents the methodology employed by the study with reference to the literature 
reviewed. It discusses research approaches, sampling methods, sample size, data collection tools 
and data analysis which are informed by both theoretical and empirical literature on industrial 
policy. It further discusses steps taken to ensure that the research process was ethical.  
4.2 Overall Research Approach 
The study employed mixed research methods. Mixed research methods integrate the collection and 
analysis of both quantitative and qualitative data (Creswell, 2014a). In other words, they entail a 
combination of qualitative and quantitative research methods. Quantitative approaches gather and 
analyse data that is closed ended, in figures, statistical and emphasises objectivity (Creswell, 
2014a). On the other hand, qualitative approaches gather and analyse data in an open-ended 
manner which is non-numeric (Barnes, 1992; Creswell, 2014a). Qualitative data is in form of 
words, texts, or descriptions and allows the use of researcher’s insights and impressions to explore, 
understand and interpret data unlike in quantitative approach where the researcher acts like an 
outsider (Barnes, 1992; Creswell, 2014b). Mixed methods were adopted because combining 
numerical trends and personal stories or experiences produces a collective strength to understand 
the researched problem better than employing only one of them (Creswell, 2014a). Also, mixed 
methods function in the same manner that individuals use to naturally collect information which 
affords a more complete perspective of the studied problem than using any one of them alone. 
Furthermore, evidence is lacking on implementation capabilities gaps of SME promotion agencies 
in Malawi and this supports an explorative study aimed at investigating the unknown or inarticulate 
phenomena in a context that is unique like Malawi. While investigating resources and some aspects 
of official structures demands the generation and analysis of numerical data, investigating 
organisation systems and coordination mechanisms favour qualitative data. Thus, mixed methods 
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allow for the generation of rich and comprehensive data that enables the researcher to explore 
different perspectives of the problem under study from both closed and open-ended views 
(Williams, 2007; Creswell, 2014a). 
4.3 Sampling Method and Sample Size 
The target populations for this study were state institutions that promote SME development in 
Malawi and employees within them who work directly on SME programmes or projects. Malawi 
has two state agencies, one with explicit SME promotion mandates while the other incorporates 
SMEs in export promotion despite it being a general trade and investment institution. In view of 
the relatively small number of institutions, the study researched all three. Since these are 
conveniently located in proximity in Lilongwe, Malawi, focusing on all the three did not have 
negative impact on the available time.   
Officials in targeted institutions were sampled for a survey. In public organisations, officials travel 
extensively and therefore random sampling could not have helped in getting the data within the 
required timeframe. The study, therefore, used non-probability sampling in which members of the 
population do not have an equal chance of being selected (Kothari, 2004). Members were 
purposively sampled in that questionnaires were administered to officials who were present in 
offices during the study period. This permitted ease of access to respondents. The sample size was 
28 officials working on SME promotion in the organisations representing 62% of the target 
population. This sample size is viewed as representative. 
4.4 Data Collection and Tools 
In this study, a questionnaire survey and in-depth interviews were used to collect primary data 
while secondary data took the form of information already existing in institutions to understand 
the historical patterns (Kothari, 2004). Secondary data, both numeric and non-numeric, was 
collected from reports such as budgets, strategic plans, functional review reports and human 




A questionnaire with mostly closed-ended questions was used to collect data on individual 
employees’ capabilities in areas of qualifications, skills, experience and motivation. A 
questionnaire which is a common data collection tool in surveys comprises a number of questions 
which are either printed or typed in a prescribed manner on a form or set of forms (Creswell, 
2014b). It allows speedy collection of data from a larger sample and eliminates interviewer bias 
(Kothari, 2004).  
In-depth interviews were used to collect data from top management of the studied institutions to 
investigate organisations’ capabilities, especially system and resources capabilities, an approach 
also used by International Labour Organisation (2016). Interviews involve one person (an 
interviewer) asking questions of another (interviewee) orally and getting responses from an 
interviewee orally (Kothari, 2004). Questions can either be structured or unstructured where 
structured questions follow a predetermined pattern with little flexibility while unstructured 
questions do not follow any pattern. The interviews were guided by open-ended structured 
questions which permitted probing deeper into answers (Kothari, 2004). See Appendix 1 for the 
questionnaire and Appendix 2 for guiding interview questions that were used.  
 4.5 Data Validity and Reliability 
Data validity and reliability was given prominence in the study. The research process could have 
been influenced by bias and to control for this, the researcher included some questions about 
worker capabilities in questions to management and some questions to officials on how they are 
impacted by organisation systems and resources. For example, questions were asked of 
management on the state of organisation systems and resources. The same question was asked of 
employees to state how systems and resource availability impact their work. This enabled the 
researcher to validate the responses.  
4.6 Data Analysis 
The study used the Statistical package for Social Scientists (SPSS) software to analyze primary 
data from questionnaires and content analysis for data from in-depth interviews. Excel was used 
to perform resource variance analysis. SPSS and Excel allowed the tabulation and graphical 
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presentation of data. Content Analysis was mainly used to organise and elicit meaning from 
collected data and to draw realistic conclusions from it. Furthermore, the goal of content analysis 
was to link results to the context and environment in which they were produced (Williams, 2007).  
4.7 Research Ethics 
In undertaking the study, the following guidelines were adhered to; 
I. Before interviewing or gathering information from any informant, the purpose of the study 
was clearly explained and outlined to the interviewee/respondent. Emphasis was placed on 
the confidentiality of their information and that the information would not be used for any 
other purposes outside the study. 
II. Consent was sought and the participants were allowed freedom to participate or not, 
without being forced. The participants were assured of the confidentiality of the 
information provided and that their privacy would be respected. 
III. Data was neither changed nor falsified to meet a desired objective. 
IV. The works of others is acknowledged. 












ANALYSIS OF FINDINGS 
 
5.1 Introduction 
This chapter presents the findings of the research study. It is structured in five sections, namely 
description of samples, employee capabilities gaps, organisation and delivery systems gaps, 
resources gaps and coordination mechanisms. The main subsections are categorised according to 
research questions that guided methods on data collection and analysis.  The chapter concludes by 
summarising the findings.   
5.2 Description of Variables  
Literature reviewed on implementation capabilities informed the selection of three main variables 
for analysis. The three variables are employee capabilities, organisation capabilities and system 
capabilities which in simple terms is coordination among institutions. The study applied all these 
variables but divided organisation capabilities into organisation and delivery systems and 
organisation resources. Literature reviewed - especially Van Meter and Van Horn (1975), Andrews 
et al. (2017b), Freeman (2016), International Labour Organisation (2016), and UNECA (2016) - 
provided further indicators on the selected variables. Additional indicators were adopted from the 
2015 UNDP Report on institutional strengthening which provides indicators on various areas of 
institutional capacity and capabilities. At an organisation level, the focus was on organisation 
capabilities but where some indicators on organisation capacities interrelate to organisation 
capabilities, they were adopted in the study. Example of such areas are indicators on resources 
which in both cases measure the amount.    
5.3 Sample Description 
The study involved three state SME support institutions. These are the Ministry of Industry and 
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Trade (MoIT), Small and Medium Enterprises Development Institute (SMEDI) and the Malawi 
Investment and Trade Centre (MITC). These institutions are, however, different from each other 
which is worth discussing. While some focus solely on SMEs, others focus on other trade and 
industry matters and extend to larger enterprises. The head of each agency was asked in writing 
for an interview and in all cases, it was delegated to the head of the responsible department. Apart 
from these interviews, a questionnaire was administered to 28 employees in the three institutions.  
5.3.1 Key Institutions 
5.3.1.1 Ministry of Industry and Trade-Department of SMEs 
The MoIT has been in existence since Malawi’s independence in 1964 and its mandate on industry 
and trade is broad. The ministry’s mandate is to promote, support and facilitate the development 
of industry and private sector through creation of a conducive legal, regulatory and institutional 
environment. Thus, the Ministry’s mandate extends to all businesses of all scales. Within the 
ministry there is a Department of SMEs which specialises in the development and promotion of 
SMEs in all sectors. The department has for a long time operated as a division in the department 
of private sector development until in 2016 when a decision was made to make it a stand-alone 
department. The mandate of the department is to create an enabling environment in which SMEs 
can thrive through policies that advance the development of SMEs. The department supports the 
SME sector through services such as policy research and formulation, facilitation of capacity 
building, access to finance, access to markets, access to technology. Therefore, the work of the 
department solely focuses on SMEs. This study focused on the department and not the full mandate 
of the Ministry because this would lead to going outside the scope of the study. 
5.3.1.2 Small and Medium Enterprises Development Institute 
SMEDI was born out of a merger of DEMAT, SEDOM and MEDI. SMEDI is the only government 
implementing agency that focuses solely on SME development. The merger was registered in 2013 
under the Trustees Act of the laws of Malawi. After registration of the SMEDI, its mandate was 
refined to concentrate on the provision of business development services. This is unlike one of the 
previous agencies, SEDOM, which provided financial assistance to SMEs. The financial role was 
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taken away from SMEDI on the grounds that combining financial and non-financial services in 
one institution would lead to the institution focusing on financial services to the detriment of non-
financial services. SMEDI focuses on business training, business linkages, counselling and 
mentoring, and business information among others. SMEDI is a policy implementation agency 
under the Ministry of Industry and Trade. 
5.3.1.3 Malawi Investment and Trade Centre  
The MITC was formed in 2012 as a merger of the MEPC and the MIPA. Among the three 
researched institutions, it is the MITC which does not have a direct mandate on SMEs because it 
deals with broader issues. The institution’s mandate focuses on the promotion and facilitation of 
investments on one hand and the promotion and facilitation of exports on the other hand. It is in 
the latter that the institution often links SME development to its mandate. Market assistance, 
especially export, is one key business support that SMEs require. With Malawi’s institutional 
framework, other state agencies do not play a key role in assisting SMEs in trade facilitation. The 
MITC comes in to assist SMEs because in terms of export promotion, it is not restricted to a scale 
of businesses. MITC in line with this mandate provides capacity building to SMEs in areas of 
export procedures, export business advisory and mapping of export markets under its Department 
of Trade. It is because of these important roles that the institution was selected to be part of the 
study. What it provides to SMEs is not provided by other institutions and the importance of markets 
and exporting needs to be given attention. The study focused on the MITC’s Department of Trade 
to ensure it maintains its scope as other departments within MITC do not deal with SMEs.  
5.3.4 Employee samples 
Apart from interviewing heads of institutions in the three agencies, a questionnaire was 
administered to 28 employees in these three institutions. From the 28 employees, the majority of 
sampled employees (60.7%) were from SMEDI, 21.4% were from MOIT and 17.9% were from 
MITC. The variances in the sampled employees emanate from the fact that SMEDI is the main 
SME policies implementation organ and has more staff working on SMEs programmes than the 
rest. MOIT within its department of SMEs has a lean structure and that also reflects on its 




       
Figure 1: Proportions of sampled employees per institution 
Source: Data from questionnaire responses 
In terms of grades of the sampled employees, 64.3% of respondents are officers while 35.7% of 
them are in middle management level. The figure below shows respondents grade distribution.  
 
Figure 2: Respondents grade     
Source: Data from questionnaire responses 
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  5.4 Employees Capabilities Gaps 
This section seeks to answer the question “what are employees capabilities gaps in state SME 
support institutions?” Identifying these gaps would play a key role as these negatively affect the 
organisation’s ability to implement policies, strategies and programmes. In answering this 
question, gaps in education levels, work experience, skills and motivation of employees are 
analysed as these represent the knowledge and ability of employees to perform given tasks.  
The implementation of SME policies, programmes and strategies requires agencies to have a 
workforce that can execute assigned tasks as expected. Even when other determinants of 
implementation capabilities are in place, SME agencies may find it hard to effectively implement 
or execute decisions if employees do not possess the required competencies for the work (Van 
Meter & Van Horn, 1975). Research shows that employee level capabilities are determinants of 
implementation capabilities (Van Meter & Van Horn, 1975; Vincent, 2008; UNECA, 2016; 
Andrews et al., 2017b). There is consensus that employee capabilities are reflected in education, 
skills, work experience and motivation of employees (International Labour Organisation, 2016; 
UNECA, 2016).  
5.4.1 Employees’ education 
Research is vast on the role of education in the effectiveness of the employee, organisations and 
the economy. Blundell, Dearden, Meghir and Sianesi  (1999) review various empirical research 
works which find that years of schooling is helpful to employees through higher wages and 
organisations through higher labour productivity associated with more knowledge. The study 
further finds that  years of schooling is helpful to the economy through knowledge spillovers to 
others which ensures that education produces high social returns (Blundell et al., 1999). Well 
educated employees increase the chance that they will be able to execute tasks as expected because 
they possess the knowledge to do so. UNECA (2016) argues that tertiary level qualifications are a 
good indication of employee capability. Such employees possess the ability to acquire new 
knowledge, use and adopt new technologies required for the work. Historical evidence suggests 
that while tertiary education is important for policy or programme implementation, a particular 
area of study may not be key for industrial policy related matters (Chang, 1993; UNECA, 2016). 
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A well cited example is in South Korea and other East Asian countries where lawyers and scientists 
were at the heart of industrial policy implementation and not economists as one may think should 
be the case. In similar vein,, UNECA (2016) argues that a field of study may not matter as much 
as  employees having the education and general intelligence. Gaps in education levels of 
employees therefore are an indication of weak knowledge of an employee and pool of employees 
which negatively affects an institutions ability to get things done.  
Respondents were asked to state their highest education qualification. 67.9% of employees have a 
bachelor’s degree, 25% have master’s degree, 3.6% have a Diploma while 3.6% indicated to have 
other qualifications which is postgraduate certificate in Management of consultancy for SMEs. 
The figure below shows education levels of officials in the institutions  
 
Figure 3:  Employees’ education levels distribution     
Source: Data from questionnaire responses             
Respondents were further asked to state their field of study. Results show that the majority of 




Table 2: Highest qualification and field of study  
 
 
Total Economics Business Management Finance 
Others 
specify 
 Master's degree 2 4 0 1 0 7 
Bachelor’s degree 3 15 0 0 1 19 
Diploma 0 0 1 0 0 1 
Others 0 0 0 0 1 1 
Total 5 19 1 1 2 28 
Source: Data from questionnaire responses 
These findings imply that institutions have educated employees with 93% of the respondents 
having at least a bachelor’s degree. The areas of study can be considered to be what is relevant for 
these institutions. Interview results revealed that entry level in these institutions require a 
University degree in either economics or business-related fields. Institutions reported that the 
education qualifications that they need is what they have and there are no significant gaps in 
required education. The question then remains why these institutions remain weak despite having 
well-educated employees. This requires further investigations into other areas of implementation 
capabilities. 
5.4.2 Employees’ experience 
Experience whether within an organisation or across organisations is a key aspect of employees’ 
ability to perform assigned tasks. Research indicates that employees with previous experience 
possess diversified knowledge which can drive innovation and performance (Dokko, Wilk & 
Rothbard, 2008). Rynes et al. (1997) further argue that organisations look for employees with prior 
experience because they can be productive immediately due to knowledge they already have 
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(Rynes, Orlitzky & Bretz, 1997). Dokko et al. (2008) explain that in most cases, experience is a 
symbol of knowledge which improves productivity within an organisation.  
Respondents were asked how long they have been in the organisation. 42.9% of employees have 
been in the organisation for a period of 1-5 years, 35.7% have been in the organisation between 
six to 10 years, 10.7% of employees have been in the organisation for over 10 years while the 
figure for less than 1 year is also 10.7%. The table below shows the distribution of length of service 
in the organisation. 
Table 3: Length of service in current organisation 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
 Less than a year 3 10.7 10.7 10.7 
1-5 years 12 42.9 42.9 53.6 
6-10 years 10 35.7 35.7 89.3 
Over 10 years 3 10.7 10.7 100.0 
Total 28 100.0 100.0  
Source: Data from questionnaire responses 
With the understanding that employees may be moving across organisations and  may have shorter 
duration in the current organisation while more experience in the sector, respondents were further 
asked how long they have worked in the sector. Results show no significant difference between 
duration in the organisation and duration in the sector. This may imply that employees’ experience 
in the SME sector has been acquired through the current organisations. This is not surprising 
because the SME sector in Malawi has an underdeveloped support system and the studied agencies 
are the main avenues through which one can establish a career in SME development. The figure 





Figure 4: Distribution of employees’ experience in the SME sector          
Source: Data from questionnaire responses 
Findings suggest a good mixture of experience among employees. There are relatively 
inexperienced employees and very experienced ones. This creates an opportunity for continuity in 
the institutions as inexperienced ones learn from the more experienced ones and this is good for 
the institutional memory. Results from interviews with the three institutions highlighted that they 
all have teams with a balanced set of experiences and their performance is not affected by gaps in 
experiences. However, the question remains why these institutions remain weak despite having 
well-educated and experienced employees. This requires a continued investigation in other areas 
of implementation capabilities. 
5.4.3 Employees’ skills and competences 
The role of skills has been vastly researched. Skilled employees offer several benefits to 
organisations they work for. Skills possession implies the ability to adapt to new technologies and 
often to do so with speed (Blundell et al., 1999). In a review of various research works, Blundell 
et al. (1999) find that skilled employees are the source of innovations in organisations. It is, 
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therefore, apparent that skilled and knowledgeable employees are key to an organisation’s 
implementation capabilities. In situations where there are gaps between the needed skills and 
knowledge, agencies take steps to bridge the gap through training. Thus, training is a vehicle for 
ensuring employees gain new skills and knowledge. Training sessions attended can therefore be 
used as an indication of both employees’ journey to skills accumulation and organisation efforts 
to bridge identified skills gaps. This section uses training as an instrument to complement 
measuring skills availability, an approach that is widely used (Blundell et al., 1999). 
Respondents were asked to assess themselves against a set of skills. The skills set included training 
skills, policy formulation, project management, business advisory, communication and problem 
solving. The ratings were better in areas of training skills and communication skills. Policy 
formulation has the highest percentage of respondents (32.1%) reporting that it needs improvement 
followed by project management and business advisory of which each had 14.3% reporting 
needing improvement. The table below shows the categories of responses: 
Table 3: Skills self-rating 
 self-ratings 
Skill area Excellent Very good Good Needs improvement Total 
Training skills 32.10% 39.30% 28.60% 0.00% 100.00% 
Policy formulation 3.60% 39.30% 25.00% 32.10% 100.00% 
Project 
management 
7.10% 42.90% 35.70% 14.30% 100.00% 
Communication 35.70% 39.30% 21.40% 3.60% 100.00% 
Business advisory 35.70% 35.70% 14.30% 14.30% 100.00% 
Problem solving 21.40% 60.70% 14.30% 3.60% 100.00% 
  Source:  Author’s compilation from questionnaire responses 
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Respondents were further asked if they have undergone any training in the past 5 years. 92.9% of 
employees reported to have undergone training while 7.1% did not attend any training. Descriptive 
statistics show that on average, an employee attended 3 training in the past 5 years. However, the 
range of attendance ranges from 0 to 10.  
When employees were asked about areas they have been trained on, results show that business 
training, business counselling and mentoring, project management and SME policies have been 
relatively well attended. Technical assistance which also involves technology transfer is the least 
attended among them. This may be due to the fact that the studied institutions do not really focus 
on technical assistance and it requires a specialised institution which used to be available, but it is 
now restructured to be part of the Malawi University of Science and Technology. Results expose 
discrepancies between areas reported to need improvement and areas previously trained. For 
example, project management and policy formulation were reported to need improvements, but 
they are the areas with better frequencies of training programmes attended. The discrepancy could 
be due to attending training and not having the opportunities to utilise the new knowledge. Table 
4 below shows training areas attended. 
Table 4: Training areas attended 
 
Responses 
Percent of Cases N Percent 
 Business training 14 18.7% 51.9% 
Business counselling and mentoring 11 14.7% 40.7% 
Business and finance linkages 7 9.3% 25.9% 
Marketing and exporting 7 9.3% 25.9% 
Management 6 8.0% 22.2% 
Technical assistance 3 4.0% 11.1% 
Project management 11 14.7% 40.7% 
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Others 7 9.3% 25.9% 
Total 75 100.0% 277.8% 
Source: Data from questionnaire responses 
Respondents were then asked if the training they attended was relevant to the work they were 
doing. This is important because employees may be empowered with knowledge that does not 
enable institutions to execute industrial related policies or SME policies to be specific. 96.4% of 
respondents answered the question with all of them indicating the training was relevant. Many 
different reasons were given and included: enabling them to advise enterprises, to manage projects, 
better understanding of client needs, improved knowledge within the business spectrum, improved 
skills in business planning, informed development related policies, knowledge gained has 
improved training capacities, improved expertise in project management and international trade.   
Heads of Department were asked if there are any skills gaps among their employees regarding 
SMEs policies and programme implementation. The Department of SMEs reported that the key 
skills they require are in policy and most officials have attended courses on policy formulation and 
implementation including on support programmes. The department is staffed with skilled officers 
and when there is an assignment that requires independent evaluators, the department procures 
assistance from outside the organisation. The Ministry has strong cooperative partners like the 
Japanese International Cooperation Agency (JICA), the Chinese Government and the Indian 
Government that support the ministry and its agencies with training which has helped to bridge 
the skills gaps. MITC reported that it mainly requires skills in export marketing, trade facilitation, 
training skills in export procedures among others. These skills are available in-house and just like 
the parent ministry, the cooperative partners support MITC to ensure that its officers are updated 
in those skills. SMEDI reported no significant gaps in their required skills as they utilise 
opportunities that cooperation partners present to train its employees. It reported that in certain 




Results from self-ratings need to be interpreted with caution.  Interview results suggest that each 
of the institutions has set of skills which are needed differently and to a different degree 
considering their mandates. Thus, since employees focus on the skills required for them, they may 
report deficiencies in skills that are not a priority in their institutions, and this should not be a 
concern. Another  focus should be on skill set mix. Not all employees need to be good at everything 
or at the same thing. There should be employees with varying skills, but all the needed skills should 
be in good supply in the institutions. This is the message that is taken from responses from 
interviews. The required skills are available and when the need arises, are updated through training. 
Findings imply that skills gaps in these institutions are not a big concern. Since employees with 
tertiary education qualifications are recruited, these institutions have a pool of trainable workforce. 
The presence of development partners to assist the agencies with training has ensured that 
employees skills are updated to the required level. Employees themselves value these trainings as 
key to updating and upgrading their skills as shown by questionnaire responses. The concern 
remains that despite the presence of well educated, experienced and skilled employees, the 
institutions exhibit weak implementation capabilities.  
5.4.4 Employee commitment 
Research shows that employees’ motivation has an impact on their capability (UNECA, 2016; 
Andrews, Pritchett & Woolcock, 2017a). There is also vast empirical literature in management 
linking employees’ motivation and their ability to perform tasks as expected (Manzoor, 2012; 
Asah, Fatoki & Rungani, 2015). The underlying thinking is that employees who are motivated are 
committed to the organisation and take necessary steps to ensure that they execute given tasks to 
the required standard. Performing duties to the required standard requires employees to exert the 
required effort when performing tasks but this does not happen when employees are dissatisfied 
on the job. 
In assessing motivation levels of employees, it therefore becomes important to check their 
commitment levels by seeing how long they are willing to stay in a particular organisation. 
Motivated employees are likely to stay longer in an organisation than demotivated employees and 
this may impact on the application of their abilities on the work. Demotivated employees may treat 
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their current organisation as a steppingstone to the next job and they may not perform to the 
required standard. Employees who are motivated and thereafter, committed, are unlikely to 
practice withdrawal behaviours such as reporting late for work, being absent from work or even 
leaving the job (Irefin & Mechanic, 2014). Apart from reducing withdrawal behaviour, motivated 
and committed employees are more willing to embrace change as may be demanded by the 
organisation (Lo, Ramayah & Min, 2009). 
In this study employees were asked how long they are willing to work in their current organisation. 
39.29% of respondents indicated that they are willing to stay for up to the next 5 years. Another 
39.29% indicated they want to work in the organisation for the next 10 years while 21.43% want 
to retire while working for the organisation. The figure below reflects this. 
    
 
Figure 5: Employee commitment to the organisations                    




When specific institutions are examined, MoIT has the highest proportion that wants to leave in 
the next 5 years, SMEDI has a high proportion willing to stay up to 10 years while MITC is more 
balanced in terms of employees across years wanting to leave the organisation as shown in the 
figure below. 
 
Figure 6: Employee commitment to specific organisation   
Source: Data from questionnaire responses            
Responses on the question of employee commitment are varied. Some employees reported their 
willingness to work for the institutions for longer for various reasons. These include to build 
networks for the betterment of the country, increased passion for SME development, the current 
organisation being the perfect place to boost their curriculum vitae through gaining more 
experience in the SME sector, increased opportunities to further their education, to gain experience 
and to be a consultant after retirement and get more exposure to international trade practice  
Those who want to leave within the next 5 years want to do so because they want to start own 
businesses and do so while still energetic. Some reported that though the SME promotion job is 
very challenging it is not rewarding and resources for planned activities are always scarce. Some 
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would like to start their own projects in promoting SMEs, while some felt that they are not 
motivated, and only top management are recognised.   
The proportion of employees willing to leave in the short to medium term is significant. Resources 
have been spent to train employees in both policy and implementation and gaps will be created in 
several areas if these employees leave. They may leave gaps in available qualifications, experience 
balance, skills and even number of filled positions. Furthermore, institutional memory may be lost. 
It is always expensive to hire new staff and train them vis a vis keeping current employees. The 
employees willing to leave institutions, therefore, represent a challenge due to gaps that may be 
created. To a lesser extent, motivation of employees may be one of the areas that negatively impact 
employees’ capabilities in these institutions.  
5.5 Organisation and Delivery Systems Gaps 
This section answers the question “what are the gaps in organisation and delivery systems of state 
SME support institutions?” In answering this question, gaps in delivery systems, organisation 
structures, work procedures and information system/monitoring and evaluation system are 
analyzed as these gaps affect the deployment of resources and employees’ potential leading to 
inefficiencies and ineffectiveness. 
The notion of an organisation ‘system’ simply refers to how an organisation is set up while delivery 
systems imply how through the structures of the organisation, services are delivered to SMEs 
(Nicolescu, 2009). Organisations of various types are made up of parts that work together to 
achieve a common organisational goal. If these parts and the associated processes or routines are 
not effective, they become a hindrance to the attainment of the common goals. Similarly, some 
support agencies work towards goals at the agency level which contribute to the sector level goals. 
Gaps in the agency systems may negatively impact their implementation capabilities by limiting 
the abilities of their employees or application of other resources.  Agency systems like internal 
procedures, organisation structure and information systems have the ability to limit how employees 
apply their competences or how resources are utilised. This implies that gaps in internal 
procedures, organisation structure and information systems reflect weak implementation 
capabilities since they limit employees’ potential or deployment of resources. As a result, literature 
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on implementation highlight elements of organisation  level systems to be organisation structure, 
work routines or procedures and availability of an effective information system or  monitoring and 
evaluation system (UNDP, 2005; UNECA, 2016).  
5.5.1 Institutions’ outreach and implementation levels 
The Department of SMEs in the MoIT is mainly a policy formulator though it also implements 
various initiatives on SMEs. The department serves SMEs through its head office based in 
Lilongwe, Malawi. It does not have other offices apart from the head offices though the MoIT does 
have regional offices. MoIT’s regional offices do not carry the functions of the SMEs Department. 
Interview findings reveal that the department of SMES is able to serve around 200 SMEs annually. 
The department reported that of its planned activities, it is able to executive only around 30% due 
to various gaps in enablers.  
The SMEDI serves SMEs through some outreach network. It has its headquarters in Lilongwe, 
three regional offices in Blantyre, Lilongwe and Mzuzu, an Enterprise Development Centre in 
Mponela and a Leather Design Studio in Blantyre. SMEDI is able to reach out to about 25000 
SMEs with various services. Implementation of targeted initiatives is usually around 90%. 
The MITC has its head office in Lilongwe and regional office in Blantyre. Because of the target 
clientele who are mostly investors and exporters both existing and potential, the demand for a 
bigger network is not as much as for other institutions. The institution reported to manage to meet 
around 80% of its targets. As pointed out above, MITC does not have a specific mandate on SMEs 
with no dedicated division. However, it makes sure it reaches out to SMEs and, it can reach out to 
200 SMES annually that export or intend to export. With the number of SMEs in the export 
business not known, it is difficult to assess MITC’s impact.  
The figures discussed in this section confirm the findings by other studies especially Finmark Trust 
(2012) and Agar (2014) that SMEs growth in Malawi is hindered by weak institutional 
frameworks. The combined reach of all three institutions is less than 40000 SMEs per annum in a 
country with about 1 million MSMEs. About 59% of Malawi’s MSMEs need support to start 
generating employment. Furthermore, with the small contribution of the manufacturing sector to 
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the GDP (about 9%), more reach is needed to ensure that more MSMEs engage in manufacturing. 
Only 12% of MSMEs are in the manufacturing sector. Considering that the private business 
support system is not even visible, more is expected from these state institutions. 
5.5.2 Organisation structure gaps 
This is one of the key elements of the organisation system. An organisation structure is all about 
how the organisation is laid out (Tiller, 2012). The structure of the organisation sets out the 
hierarchy of the organisation and how communication needs to flow in it. The structure differs 
from one organisation to another depending on the strategies being implemented leading to a 
popular saying that structure follows strategy (Tiller, 2012). A particular structure of the 
organisation may enhance or inhibit the ability of the organisation to implement set out decisions 
(Van Meter & Van Horn, 1975; UNECA, 2016). Gaps in the organisation structure may thus result 
in ineffectiveness, inefficiencies and poor decision making (Tiller, 2012).To ensure that agencies’ 
structures enhance their implementation capabilities, it is therefore important to periodically 
review structures and to look at cases where a new strategy is in place. 
Agencies were asked if their organisational structures meet the needs of efficiency and 
effectiveness. Responses from agencies yielded mixed results. The Department of SMEs within 
the MoIT indicated that its structure does not support efficient and effective operation of the 
department. The department has had two functional reviews in the past seven years with the 
Deloitte & Touche review in 2013 and the Department of Human Resources Management and 
Development (DHRMD) in 2016. Despite these two functional reviews, it is still felt that the 
reviews did not find the best setup of the department. The latest functional review that set it as a 
department made it leaner which the department feels was oversimplification. The functional 
review reduced the number of occupants at a particular position thereby creating more work 
pressure for officers. The number of supervisors was also reduced forcing some senior managers 
to oversee other tasks not related to theirs. A review of the 2016 functional review report by 
DHRMD reveals some shortfalls in its structure proposition. One of the functions that it proposed 
to be carried by the department is direct business support. If this proposition is implemented, it 
would bring conflicts between the department and SMEDI. The report was unaware of the dividing 
line between functions of the Department of SMEs and its implementing agency SMEDI. The table 
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Figure 7: SME Department structure gaps 
Source: Author’s calculation from interview responses 
 
The MITC and SMEDI highlighted that just like the MOIT, they also have had two functional 
reviews in the past seven years. One was done in 2013 by Deloitte & Touche which covered MoIT, 
MITC, SMEDI and the second review was done by DHRMD in 2016 for MITC and 2019 for 
SMEDI. The two institutions indicated that they implemented the recommendations of the reviews 
and the structures of agencies do not limit their implementation capabilities. The structure and 
positions in both MITC and SMEDI do match with what they realistically need.  
The study went further to find out if the agencies’ structures permit effective interaction of various 
parts or internal coordination. This is because institutions’ competences are a result of internal 
processes that make good use of available skills and resources (Day, 1994). Employees were asked 
to select statements describing internal coordination’s impacts on their work as a reflection of well-
0 1 2 3 4 5 6 7 8 9
Director
Deputy Directors
Chief Enterprise Development Officers
Principal Enterprise Development Officers
Enterprise Development Officers
Department structure gaps
Current number at a position Ideal  number at a position
51 
 
functioning structures. Overall, the majority either strongly agree or agree that the state of 
coordination among staff and departments negatively impacts their work. Looking at specific 
institutions, the picture remains the same, namely that more employees in every institution either 
strongly agree or agree that there is poor coordination among staff and departments. This may be 
a clear indication that though some agencies report effective structures, the structures are limited 
by other factors from functioning in a well-coordinated way. The table below shows the impact of 
coordination among staff and departments. 
Table 5: Internal coordination and impact on employees’ work 
 
q19_7. Select whether you agree or disagree with the 
statement: Poor coordination among staff and 
departments negatively impact my work 
Total 
Strongly 





you belong to? 
MoIT 3 3 0 0 0 6 
SMEDI 4 7 2 2 2 17 
MITC 2 2 0 1 0 5 
Total 9 12 2 3 2 28 
Source: Data from questionnaire responses 
Internal coordination is part of the organisation systems that requires attention. As confirmed by 
Pandy (2007) in the case of Bangladesh, these results can be a hindrance to any policy, programme 
or strategy implementation.  
5.5.3 Organisation procedures gaps 
Rules and routines are part of the organisation system and in some cases, instead of bringing order 
in undertaking activities, they may actually negatively impact implementation capabilities of an 
agency by creating  red tape (Van Meter & Van Horn, 1975; UNECA, 2016). Procedures and 
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routines may also be connected to the structure of an agency with agencies that have a long 
hierarchy and reporting line and therefore a lengthy decision-making time. To be specific, where 
agencies’ rules and procedures are cumbersome, they create red tape which in the end affects 
service delivery. In cases where SMEs  are aware of red tape this affects the agencies’ outreach. 
This is the case in many studies including the finding by the Government of Lesotho that SMEs 
stayed away from accessing public BDS due to the perceived red tape (Government of Lesotho, 
2008). 
 Employees were asked to what extent agencies’ rules and procedures affect their work. Results 
were that 80% of respondents reported that their work is not impacted in a negative way by rules 
and procedures in respective agencies. Interviews indicated that agencies’ structures are lean which 
explains the efficient rules and procedures. The table below shows how rules, procedures and 
routines impact employees’ work.  
Table 6: Institution's rules and procedures’ impact on employees' work 
Select whether you agree or disagree with the statement: Institution's   rules and procedures negatively 
impact my work 
 Frequency Percent Valid Percent Cumulative Percent 
Valid Strongly agree 3 10.7 11.5 11.5 
Agree 6 21.4 23.1 34.6 
Disagree 15 53.6 57.7 92.3 
Strongly disagree 2 7.1 7.7 100.0 
Total 26 92.9 100.0  
Missing System 2 7.1   
Total 28 100.0   
Source: Data from questionnaire responses 
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5.5.4 Information system/Monitoring and Evaluation system gaps 
UNECA (2016) highlights that institutional memory is a key part of organisation capability. 
Effective agencies must be able to collect, analyze, keep and disseminate information. To achieve 
this, a good information system that can also retrieve historical data is required. In modern 
performance management, an information system is used for enhancing the performance of 
agencies and thus information is embedded in the monitoring and evaluation (M & E) systems. In 
industrial policy implementation process, effective implementation  requires that an M & E system 
must be embedded throughout design, implementation and assessment phases and old programmes 
must be evaluated first before new programmes are introduced (Felipe & Rhee, 2015b). This is 
because M & E systems play several key roles including offering lessons on what and what does 
not work, helping to make informed decisions based on data on programmes and services, 
assessing the impact of initiatives and creating institutional memory within an organisation (Mbiti 
& Kiruja, 2015). Any gaps in information that has to be generated by the M & E systems is 
therefore a reflection of weak implementation capabilities.  Felipe and Rhee (2015b) review the 
experiences of Korea, Taiwan, USA and European Union and construct three general rules for an 
effective M & E which are clear objectives, having check-up mechanisms and having an 
accountable inter-organisational coordination. 
Agencies were asked if they have accountability structures, M & E systems and whether the M & 
E systems fall within a dedicated division within the agencies. All the institutions have clear 
accountability structures and the M & E system helps these institutions in their reporting as well. 
The MOIT reports its performance to the Office of the President and Cabinet (OPC) and 
Parliamentary Committee on Trade and Industry. MITC and SMEDI report to their boards, MoIT 
and Parliamentary Committee on Trade and Industry. Of particular importance is that the three 
agencies sign the Operation Performance Agreement with OPC and this agreement requires a 
functional M &E system to provide feedback and assess the progress of programmes. 
Results show that there is an M &E system in all the three researched institutions. However, MITC 
has a different kind of a system which still delivers as an M & E system. MITC uses a Customer 
Relationship Management (CRM) system. In all institutions, the functions of M & E systems are 
placed in the Departments of Planning. The department plays a supporting role in all departments 
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collecting reports, documenting progress against plans and providing feedback on activities.   On 
whether the M & E systems are effective, interviews with the agencies revealed that at MOIT, the 
M & E system works well but can do better as at times financial constraints negatively affect data 
collection. The system works better where projects are involved due to its dedicated resources.  
At MITC the functions of the M & E system are part of their customer relationship management 
system. This system effectively records all transactions of the institution and also progress with 
each of its clients. From the system, quarterly and annual reports are produced and distributed. 
At SMEDI, the M & E system is also effective and attached to its strategic plan. Progress on 
programme outcomes is documented and disseminated to staff on a quarterly basis. One of unique 
feature is that SMEDI’s M & E system is reviewed annually to update it where it is necessary. 
5.6 Resources Gaps 
This section answers the question "What are the resources gaps in state SME support institutions?". 
In answering this question, subsections answer questions relating to gaps in human resources, 
funding and technical resources. Gaps in any of these will reduce the ability of the institutions to 
implement policies and strategies.  
Implementation of policies, programmes or projects becomes complex because it entails the task 
of combining financial, human and technical resources to achieve goals (Pinto & Slevin, 1987). 
There is sufficient research evidence indicating that successful policy implementation requires 
sufficient funds, people and technical resources (Van Meter & Van Horn, 1975; Pinto & Slevin, 
1987; Freeman, 2016; International Labour Organisation, 2016; UNECA, 2016; Andrews et al., 
2017a). But what is sufficient depends on the needs of a specific agency as reflected in its plans. 
When resources are adequate and uniquely combined, they drive organisation competencies 
because they trigger the organisation to be good at the activities they are pursuing. Thus, any gap 
in resources required for particular activities reflects weak organisational capabilities.    
5.6.1 Human resources gaps 
This subsection seeks to answer the question “What are the human resources gaps in state SME 
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support institutions?” People are the heart of agencies. Everything can be in place but if the agency 
lacks quality personnel  in required numbers, policy success chances will be slim (Van Meter & 
Van Horn, 1975). Financial and technical resources need to be combined with the right number of 
people qualified people in order for the organisation capabilities to be enhanced. Section 5.4. 
looked at qualitative aspect of people by dwelling on characteristics of employees. This section 
looks at personnel numbers and observes the gaps. 
To answer the above question, staff records for the period 2014-2019 were examined and a 
variance analysis was conducted. For the Department of SMEs, results show a significant variance 
between the established number of officials prior to 2017, but the gap was then covered from 2018. 
This gap was big and could potentially have been negatively affecting the department’s ability to 
implement SME programmes. The figures also show how the functional reviews reduced the need 
for officials from 11 to nine which is one of the reasons the staffing variance was reduced. Figures 
on the established and the actual position filled are shown in the figure below. 
 
Figure 8: Staffing gaps at SMES DEPT          
Source: Author’s calculation from MoIT staff records 
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Government of Malawi through its Department of Human Resources Management and 
Development usually conducts studies to determine numbers for each position. As conditions 
change, Ministries, Departments and Agencies can engage the DHRMD or other consultants for 
reviews. This has been the case in the past seven years, with a joint review of MoIT, MITC and 
SMEDI and another review which necessitated that the department of SMEs should be a 
standalone department. As discussed under organisation structure, the Department of SMEs is of 
the view that some additional positions are needed at supervisory levels if it is to be effective.  
Results from interviews with MITC and SMEDI show some variances between established posts 
and filled positions. Further investigations were to determine the impact of vacant posts. For 
MITC, only two vacancies are in the technical departments and no gap in the Department of Trade 
which is of interest to the study. For SMEDI, there are seven vacancies in the technical departments 
which represents 24% of the established posts in their technical departments. This gap is huge. 
Furthermore, while MITC has tried to be narrowing the gap in the past three years, SMEDI’s 
staffing gap has been widening. This widening gap has been attributed to the 2019 functional 
review which created new positions that are yet to be filled by the institution.  Both institutions 
indicated that while there is an impact of not having personnel on a post, they found a way of 
mitigating the impact by spreading the tasks across the existing officers and the negative impact 
on the organisation to implement programmes is thus minimised. Figure 9 and Figure 10 show 





Figure 9: Staffing gaps at MITC 
Source: Author’s calculation from MITC staff records 
 
Figure 10: Staffing gaps at SMEDI 
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Staff turnovers were also examined in all institutions because they have the ability to increase 
staffing level gaps which then negatively affects the ability of institutions to implement policy 
decisions. Results from interviews showed that the Department of SMEs has had no staff turnover 
in the period under review. MITC has a 6% staff turnover while SMEDI has a staff turnover of   
1.5%. To further establish the reasons for various staff turnovers, staff appraisal systems were 
investigated. The Department of SMEs does have a staff appraisal system, but this system is not 
effective. Appraisals are conducted at higher levels only. Even when the appraisals are done for a 
fiscal year, there is no follow-up and therefore officers tend to relax about work. At MITC, a full 
functional appraisal system is available and there is an incentive system which rewards staff for 
good performance. For example, when a staff member achieves performance levels of 85% and 
above, he/she gets a double salary. SMEDI conducts performance appraisals on all its employees 
but does not have a reward system. The puzzle remains why MITC has a functioning appraisal and 
reward system and yet has a higher staff turnover than the other agencies. This implies that other 
factors are also critical for employees to stay, and these factors may be related to the reasons   
employees are willing to stay with a specific agency. Responses to a questionnaire administered 
to employees do align with management responses. While the majority of the respondents (85.7%) 
indicated that their work is assessed annually, 57.69% of these reported that they do not get 
recognition for their work output against a 42.31% which reported to be recognised for their work. 
Further analysis shows that the majority of the staff who feel they are not recognised for their 
output are at MoIT and SMEDI. However, all of MITC’s employees report that they get recognised 









Table 7: Staff recognition for output in specific institutions 
 
q 16. If yes, do you get recognition for your 
output? 
Total Yes No 
Name of institution MoIT 0 4 4 
SMEDI 6 11 17 
MITC 5 0 5 
Total 11 15 26 
Source: Data from questionnaire responses 
5.6.2 Financial resources gaps 
This subsection answers the question “What are the funding gaps in state SME support 
institutions?” Finance is a crucial determinant of implementation capability because everything 
rests on it (Van Meter & Van Horn, 1975; Andrews et al., 2017b). Finance enables the organisation 
to activate its plans and procure other required resources. It also enables the organisation to 
strengthen individual employees’ capabilities, hire sufficient staff, procure enough technical 
resources or hire consultants to improve its systems and processes.  
To answer the above question, funding for the three organisations for the period 2014 to 2019 was 
reviewed, and a variance analysis was conducted to determine funding gaps. Data from MITC and 
SMEDI is not disaggregated into departmental data while the SMEs Department has data for the 
department.  Findings do vary with others by having slight gaps while others have very wide gaps. 
The Department of SMEs within the MoIT exhibits very wide funding gaps indicating that with 
such gaps, the department cannot effectively implement planned activities of the SME 
programmes. Funding gaps of over 40% will negatively affect implementation of its work plans. 
It is not surprising that the department can only conduct 30% of its planned activities. The table 
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below shows the budget variance analysis for SMEs Department. All amounts are in Malawi 
Kwacha (MK)7.  
Table 8: Funding gaps at SMEs Department 
Year budgeted (MK) Actual funding 
(MK) 
Variance (MK) Variance 
(%) 
2014/2015 31,874,591.70 14,000,000.00 -17,874,591.70 -56.08% 
2015/2016 35,516,213.00 15,600,000.00 -19,916,213.00 -56.08% 
2016/2017 36,531,820.63 4,500,000.00 -32,031,820.63 -87.68% 
2017/2018 40,590,920.70 5,000,000.00 -35,590,920.70 -87.68% 
2018/2019 45,101,023.00 1,250,000.00 -43,851,023.00 -97.23% 
2019/2020 55,771,138.00 0.00 -55,771,138.00 -100.00% 
Source: Author’s calculation from MoIT budget records 
 
Since the department is under the Ministry of Industry and Trade, further budget funding analysis 
was extended to check if the department’s under-funding was either due to Ministry’s under 
funding or Ministry’s arbitrary allocation of resources. This was particularly found to be a problem 
to SME programmes in Brazil by the International Labour Organisation (International Labour 
Organisation, 2016).  Comparisons show that the ministry is also underfunded but the gap for the 
ministry is smaller than that of the Department of SMEs. This may be an indication of arbitrary 
allocation of resources because where resources are allocated according to budgets, the funding 
variances of the two are supposed to be the same. The table below shows funding gaps at MoIT. 
 
 
7 At the time of data collection, a US Dollar ($) was equivalent to 730 Malawi Kwacha (MK) 
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Table 9: Funding gaps at MoIT 
Year Budgeted (MK)  Actual funding (MK) Variance (MK) Variance 
(%)  
2015/2016       1,032,493,145.95           374,158,437.52  -658,334,708.43 -63.76% 
2016/2017       1,736,742,314.46        1,533,506,126.16  -203,236,188.30 -11.70% 
2017/2018       2,070,925,573.98        1,471,763,707.91  -599,161,866.07 -28.93% 
2018/2019       2,011,859,832.00        1,555,478,809.21  -456,381,022.79 -22.68% 
Source: Author’s calculation from MoIT budget records 
The funding gaps for MITC and SMEDI are different from those observed in the Department of 
SMEs. MITC is funded well close to its budget or according to its budget. The same can be said 
of SMEDI and figures for 2020 are due to the fact that data collection was done when the financial 
year was halfway. Table 13 and Table 14 show funding gaps for MITC and SMEDI for the period 
2014 to 2019. 
Table 10: Funding gaps at MITC 






2014/2015 628,616,700 628,616,700 0 0.00% 
2015/2016 698,463,000 698,463,000 0 0.00% 
2016/2017 776,070,000 775,450,000 -620,000 -0.08% 
2017/2018 862,300,000 862,000,000 -300,000 -0.03% 
2018/2019 1,780,000,000 1,780,000,000 0 0.00% 
2019/2020 1,830,000,000 1,830,000,000 0 0.00% 
Source: Author’s calculation from MITC budget records 
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Table 11: Funding gaps at SMEDI 
Year Budgeted (MK) Actual funding (MK) Variance (MK) Variance 
(%) 
2014/2015 527,747,455.53 502,600,000.00 -25,147,455.53 -4.77% 
2015/2016 548,334,228.30 512,223,680.00 -36,110,548.30 -6.59% 
2016/2017 651,540,068.55 651,540,068.55 0.00 0.00% 
2017/2018 723,933,409.50 720,500,000.00 -3,433,409.50 -0.47% 
2018/2019 804,370,455.00 745,900,000.00 -58,470,455.00 -7.27% 
2019/2020 893,744,950.87 428,782,500.00 -464,962,450.87 -52.02% 
Source: Author’s calculation from SMEDI budget records 
 
The major constraint affecting their service delivery that all the institutions raised during 
interviews to was funding. This is in spite of some institutions’ funding aligning with their budget. 
One revelation that came out was that ceilings for budgets are not really determined by 
implementation needs but mainly by central government funds availability. Therefore, budgets do 
not indicate what the organisation needs to implement activities. Responses from employees 
confirm that the majority (92%) of them are negatively impacted by underfunding in their work. 
Table 16 shows employees’ responses  to the question whether underfunding negatively affects 








Table 12: Impact of underfunding 
q19_2. Select whether you agree or disagree with the statement: 
Underfunding of budgets negatively impact my work 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Strongly agree 18 64.3 64.3 64.3 
Agree 8 28.6 28.6 92.9 
Not sure 1 3.6 3.6 96.4 
Strongly disagree 1 3.6 3.6 100.0 
Total 28 100.0 100.0  
Source: Data from questionnaire responses 
 
While funding gaps are obvious in SMES Department, they are insignificant in MITC and SMEDI. 
The negative effects of  underfunding may be due to the fact that funds are also arbitrarily allocated 
in these agencies and deprive some programmes of their budgeted resources, as research  in Brazil 
shows (International Labour Organisation, 2016). The funding gap analysis does not show where 
funds go internally. The study sought to confirm this with employees and responses from 
employees show that arbitrary allocation of resources negatively impacts their work. The table 








Table 13: Allocation of funds and its impact on work 
q19_3. Select whether you agree or disagree with the statement: Arbitrary 
allocation of funds negatively impacts my work 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Strongly agree 10 35.7 35.7 35.7 
Agree 11 39.3 39.3 75.0 
Not sure 5 17.9 17.9 92.9 
Disagree 2 7.1 7.1 100.0 
Total 28 100.0 100.0  
Source: Data from questionnaire responses 
It is important that agency specificity is considered from employees’ responses so that the study 
does not suffer from over generalisation. Responses per institution were considered and results 
show that MITC and SMEDI also has funding issues due to arbitrary allocation of resources. All 
employees in MoIT either strongly agree or agree that their work is negatively affected by arbitrary 
allocation of resources. This is also the case with MITC and SMEDI where the majority either 
strongly agree or agree that they are affected by arbitrarily allocation of resources. This means that 
resources that are budgeted for the SMEs programmes are utilised by other non-SMEs 





Figure 11: Allocation of resources per institution 
Source: Data from questionnaire responses 
5.6.3 Technical resources gaps 
This subsection answers the question “What are the technical resources gaps in state SME support 
institutions?”. Technical resources including information and communication technology 
equipment, furniture, vehicles, and working space support personnel to work efficiently and 
effectively. These resources help employees to carry out their work and also aid communication 
within an agency and with other stakeholders. Gaps in technical resources may also negatively 
affect individual employees’ work and the dissatisfaction it may bring may result in an employee’s 
withdrawal behaviour, thereby affecting overall implementation capabilities (Van Meter & Van 
Horn, 1975; Freeman, 2016).  
Both employees and management were asked if components of technical resources are adequately 
available or negatively affect their work. Results from interviews with management show that 
physical or technical resources are adequately available and there are no gaps. This was confirmed 
by responses from employees.  Employees in all institutions reported that technical resources 
available do not negatively affect their work. In other words, as put by management of three 
institutions, technical resources are adequate to facilitate employees’ work. The table below shows 
technical resources availability. 
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Table 14: Technical resources availability 
 Physical resource 
MoIT-
SMES  
SMEDI  MITC  
Office space 
√    √ √  
Computers  
√   √ √  
vehicles,  
 √  √  √ 
Telephone 
√  √   √ 
Internet. 
√   √ √  
√ means adequate and x means not adequate 
Source: Author’s compilation from interview and questionnaire responses 
5.7 Coordination Mechanisms 
This section answers the question “How effective are coordination mechanisms among SME 
support institutions?” Available research emphasises the need for agencies working or contributing 
to similar goals to work together. These “system level” capabilities are often at the heart of most 
implementation literature (UNECA, 2016). Coordination plays a key role in enhancing 
implementation capabilities. Kania and Kramer (2011) argue that even though an agency may be 
effective and innovative, sector-wide changes require all organisations to work together at all 
levels (Kania & Kramer, 2011). The absence of coordination weakens implementation capabilities 
through impacting organisation capabilities which then impact individual employee level 
capabilities. Organisations that do not collaborate and interrelate end up either misallocating 
resources or failing to utilise resource opportunities that exist in the sector (International Labour 
Organisation, 2016; UNECA, 2016). Organisations misallocate resources because there is 
duplication of efforts towards the same goals. Furthermore, the absence of coordination among 
agencies in the same sector denies agencies critical information which can shape agencies’ ability 
to focus with the given resources. Resources are finite and therefore coordination in the sector 
allows for their best use. Coordination brings collective impact in which sector alignment brings 
about large scale impact and agencies see each other as partners and not competitors (Kania & 
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Kramer, 2011; Hanleybrown, Kania & Kramer, 2012) Hanlybrown et al. (2012) further argue that 
well-coordinated agencies continuously share lessons that they learn while implementing 
programmes and this becomes part of the agencies’ knowledge pool (Hanleybrown, Kania & 
Kramer, 2012).  
To understand how agencies coordinate their activities in the SME sector, institutions were asked 
if there are established coordination mechanisms and if there are, how effective the mechanisms 
are. Interviews with agencies yielded different responses. While some clearly pointed to 
coordination as a weak area in the SME sector, some indicated that coordination efforts happened 
in an ad hoc manner. The MoIT which plays the role of the nodal agency in the SME sector 
indicated that there is a strong relationship among institutions in the sector, but coordination 
mechanisms in place need to be improved. These coordination mechanisms stem from the launch 
of the National Export Strategy (NES) in 2012 and aimed at expanding Malawi’s productive base 
and grow its exports. The NES prioritised sugar and sugarcane products, oil seeds and oil seed 
products and manufacturing. It further prioritised supportive institutional environment and skills. 
In a bid to implement the NES, a mechanism called Trade, Industry and Private Sector Wide 
Approach (TIP SWAP) was put in place. Under the TIP SWAP, an executive committee of high-
level officials was put in place from different institutions whether public, private or NGOs. Its aim 
is to steer and provide oversight role to Technical Working Groups (TWGs) which is a grouping 
of technical officials from different institutions including public, private and NGOs. Six Technical 
Working Groups were put in place to deal with issues under NES. These groups included those on 
market access, finance access, skills and BDS, manufacturing, sugar and oil seeds. The TWG and 
an Executive Committee became an institutionalised mechanism to coordinate players within the 
six categories. A look at the terms of reference for these groups suggests that these groups may 
actually not be as effective as claimed in the interviews where they were touted to provide 
coordination mechanisms for the SME sector. In the design of these TWGs, SMEs are viewed as 
cross-cutting and they are tackled along with broader issues outside the SME sector. For instance, 
TORs on skills and BDS put more emphasis on broader skills for the industry and BDS for existing 
SMEs is given little attention. Admittedly, the MoIT indicated that these TWGs are not effective 
in coordinating the SME sector and its actors. This is understandable because the TWGs were put 
in place to coordinate implementation of the NES. Analysis of the 2019 MSME policy also 
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suggests that current mechanisms to coordinate the SME sector are not enough. It plans to have a 
specialised SME TWG and an inter-ministerial committee as institutionalised mechanisms to 
coordinate the sector. These plans have not been put into practice as of the dates of the interviews. 
Interview results from MITC and SMEDI concurred with MoIT that some coordination 
mechanisms are in place citing the TWGS under the NES. However, the indication is that the 
platforms work better for broader trade and industry issues. MITC specifically gave an example 
that dissemination of SME information is not effective.  SMEDI indicated that action points of the 
TWGs do not really benefit them but other stakeholders mainly because the emphasis is not on 
SMEs.  
Results of interviews also highlighted the misplacement of activities among public institutions 
stemming from poor coordination. The Ministry of Finance piggy backed on activities that MoIT 
believes are within its mandate. Activities like a survey of SMEs and another on project 
strengthening SMEs are implemented by Ministry of Finance and this seems to be misplacement 
of activities due to poor coordination. SMEDI also reported that it experiences a duplication of 
activities which is manifested in stakeholders doing the same SME capacity building activities 
without coordinating or sharing information.  
Interview results show that gaps in inter-agency coordination capabilities can be attributed to poor 
funding of the Department of SMEs. The department is supposed to function as a nodal agency 
and with huge negative funding variances, it is unable to bring stakeholders together. It further 
revealed that it has tried to source funds from stakeholders to have a specialised forum for SMEs 
but questions arise around sustainability of the forum in absence of committed government funds.  
5.8 Summary of Findings 
Drawing on data based on responses from individual employees, heads of departments and 
institutional reports has produced important findings. Questionnaire results show that agencies 
have well educated, trained and experienced staff. There are some skills requiring improvement 
and opportunities for officers to put their knowledge into practice. Employees are fairly committed 
to stay and work in the organisations, but some are ready to look for opportunities elsewhere. 
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The study finds that organisation structures for Department of SMEs does permit them to operate 
effectively and efficiently because some positions are leaner allowing many different tasks to be 
handled by one person at the supervisory level. Results are different for MITC and SMEDI which 
believe that their structures do not have gaps. Employees in all institutions however reported that 
coordination among staff and departments remains an issue as it is poor and negatively impacts 
their work. Rules, routines and procedures do not create red tape. All institutions have clear 
accountability structures with an effective M&E system that collects, analyses, stores and 
disseminates data. The system also fosters objective decision making and institutional memory.   
Results further show that agencies have some gaps in human resources with no current variances 
for Department of SMEs but -3% for MITC and -8% for SMEDI. Within departments of interest, 
MITC does not have staffing gaps while SMEDI has -24%. Interview results also show that the 
Department of SMEs is largely underfunded with budget variances of over -50% for some years. 
On the other hand, MITC and SMEDI have insignificant budget variances but reported that their 
budgets do not permit them to implement more activities. All institutions reported that they do not 
have gaps in physical or technical resources  
Results on coordination show that the sector has TWGs that were put in place under NES which 
serve as coordination mechanisms, but these mechanisms have huge gaps. These TWGs treat 
SMEs as crosscutting issues and as such are not effective for the purpose of SME sector 
coordination. Poor funding contributes to the absence of a specialised SME coordination platform.  







CONCLUSION AND RECOMMENDATIONS 
 
6.1 Conclusion  
The study has investigated implementation capabilities gaps in state SME support institutions 
using employee surveys, in-depth interviews and secondary data. Based on a literature review, the 
selected variables to focus on included employees’ capabilities, organisation capabilities, which 
were divided into organisation and delivery systems and resources, and system level capabilities, 
namely inter-agency coordination. While empirical literature is clear that the SME sector in 
Malawi is underdeveloped because support institutions are weak due to poor implementation 
capabilities, it is lacking in areas and gaps in implementation capabilities that may be contributing 
to such weaknesses. The concept of implementation capabilities is also not comprehensively 
defined despite appearing in some industrial policy literature. Two competing theories offer 
insights that gaps in implementation capabilities may be due to the employed SME support 
delivery model. The market led approach shaped by neoclassical principles attributes gaps in state 
SME support to government interventions which substitute the market. The structuralist approach 
believes that state interventions are justified due to the prevalence of market failures in the business 
support market. Findings of the present study call for government interventions to strengthen state 
SME support institutions’ implementation capabilities, hence leaning towards the structuralist 
approach. 
Findings of this study confirm earlier empirical findings that SMEs support institutions in Malawi 
are weak with low outreach figures and uncertainty in programme sustainability. Against the 
estimated 1 million SMEs in Malawi, state SME support institutions only reach fewer than 40000 
SMEs annually. The low outreach by government agencies is of particular concern because the 
private BDS providers are also underdeveloped and mostly untraceable. Specifically, the study 
finds that employees’ capabilities gaps are minimal. Institutions have well educated, trained, 




Findings also show varying results among institutions regarding shortfalls in organisational and 
delivery systems. The SMEs Department has gaps in its structure and some confusing proposed 
roles that can conflict with SMEDI. MITC and SMEDI have efficient and effective organisational 
structures. There are no significant gaps in procedures and M & E systems. The study reveals 
internal coordination shortfalls within all the three institutions. 
There are significant gaps in resources especially financial resources.  While the SMEs Department 
has established staff positions filled, findings show that that the established positions are not 
enough to allow effective implementation. MITC and SMEDI have some staffing variances with 
SMEDI variances being larger.  In terms of financial resources, the SMEs Department has huge 
funding gaps that any expectation placed on it cannot be achieved. Despite low negative variances 
in MITC and SMEDI, financing is still a limiting factor because budgets are based on what central 
government can manage rather than what these institutions need. 
Inter-agency coordination is of a particular concern. The existing mechanisms are failing to 
coordinate actors in the SME policies implementation process and hence there are weak system 
level capabilities. There is no specialized institutionalised mechanism to coordinate the SME 
sector and its actors and this greatly limits SME support institutions’ implementation capabilities.  
The study therefore concludes that implementation capabilities gaps in state SME support 
institutions lie in internal coordination, staffing levels and staff performance management systems, 
financial resources and inter-organisation coordination mechanisms.  These results have an 
implication for the conceptualisation of implementation capabilities. Discussions regarding 
management of the implementation process of policies usually only focus on capabilities of 
officials. It is evident from these results that even if officials are capable, policy implementation 
will not be effective if capable officials are not equipped with adequate resources and efficient 
management systems. Furthermore, coordination among policy actors creates synergies that bring 
about policy success. It is therefore important that implementation capabilities should be viewed 
as broader than bureaucratic capabilities and should encompass employee capabilities, 




Empirical findings highlight the importance of every phase of the industrial policy process. While 
it is important to conceptualise and have well-designed policies, implementation needs equal or 
even more attention if designed policies are to be successful. Findings show that despite having 
well-articulated policies, their success will be limited by the existence of gaps in capabilities of 
policy actors or support institutions to manage the implementation process.  Neoclassical theorists 
are skeptical about the capabilities of governments to design and implement industrial policies 
successfully, but findings show that such implementation capabilities can be built and perfected as 
actors learn from implementing policies. Consistent with structuralist arguments, the identified 
implementation capabilities gaps can be strengthened by continuous training of officials, 
reforming agencies that support the private sector including resourcing them and improving 
incentives to officials among others. Furthermore, it is important to address gaps in a holistic 
manner that considers the employee, the organisation and system level capabilities. Focusing on 
partial categories of implementation capabilities gaps or having an incomplete picture of gaps may 
lead to the strengthening of implementation capabilities without fully addressing implementation 
failures. It is therefore evident that implementation capabilities are not impossible to build and 
industrial policy should not be categorised as ‘Do not try this at home”, a phrase that Chang 
(2012:9) uses to describe neoclassical theorists’ sentiments on the ability of developing countries 
to implement industrial policy. 
6.2 Policy Implications and Recommendations 
Findings of the present study have a major implication for the debate on industrial policies. 
Theoretical debates on industrial policy including policies on SME promotion have largely been 
ideologically driven. While those backing state interventions view the market as insufficient to 
improve the economic welfare of the people, free market fundamentalists view the state as having 
the potential to worsen economic welfare through the distortion of market operations. Such debates 
do not consider how the two views can possibly be blended. Results of the study imply that the 
debate should not be about “state versus market” because neither can work without the other. The 
market is failing to drive the support for SMEs and the state with its support institutions is also 
failing to adequately support SMEs. This therefore calls for the state to support SMEs by allowing 
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market structures for business support to develop and work.   
In light of the findings, the study therefore recommends the following:  
1) There is a need for a long-term strategy to develop the market for BDS and allow the private 
sector to support SMEs’ development and to let government focus on providing inputs that 
the market is failing.  
2) The roles of the Department of SMEs should be redefined so that it has a clear demarcation 
from those of SMEDI. 
3) Staff performance management systems need to be re-evaluated to ensure that agencies get 
the best output from officials.  
4) There is a need to look into the financing mechanisms of the public agencies. The MOIT 
funding allocation needs empowerment by ensuring that departments have independent 
budget vaults. SMEDI and MITC need more drive to commercialise their services. 
5)  A specialised coordination mechanism for the SME sector is required. This can take the 
form of a technical working group and a sector working group for SMEs. 
6.2.1 Recommendations for further research 
The study left out the few available private BDS providers in its target population and did not 
incorporate political factors’ influence on institutions implementation capabilities due to time 
limitations.  Incorporating private BDS providers and political factors in this study is therefore 
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APPENDIX 1: Employees’ Questionnaire 
Mr. McCartney Gift Lora is conducting study on “implementation capabilities gaps in state MSME 
support agencies”. The study is in partial fulfillment of a degree of Master of Philosophy in 
Industrial Policy at University of Johannesburg. Please take your time to answer the below 
questions which should take you 10-20 minutes. The survey is anonymous and DO NOT PUT 
YOUR NAME ON THIS QUESTIONNAIRE. Please answer each question as honestly as possible 
and to the best of your knowledge.   
1. Questionnaire No……………………….. 
2. Which Institution do you belong to? 
a) MoITT-Department of SMEs and Cooperatives   
b) SMEDI                                                                          
c) MITC-Department of Trade                                     
3. What is your age group? 
a) Below   20    
b) 20-30                
c) 31-40              
d) over 40           
4. What is your grade? 
a) Top Management                
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b) Middle management            
c) Officer                                     
5. What is your highest qualification? 
a) PhD    d) Diploma 
b) Master’s degree  e) Others specify…………………………………….. 
c) Bachelor’s degree     
 
6. What is your field of study? 
a)  Economics                   d) Finance 
b) Business                            e) Others specify………………………………… 
c) Management   
7. How long have you worked for this organization? 
a) Less than a year               c) over 5-10 years 
b) 1-5 years                 e) over 10 years 
8. How long have you worked in/with the SME sector? 
a) Less than a year               c) over 5-10 years 
b) 1-5 years                 e) over 10 years 
9. Have you attended any training in the past five years? 
a) Yes      
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b) No       
10. If yes, how many trainings have you attended? 
 ,,,,,,,,,,,,,,,,,,,,,, 
11.  Which areas have you been trained in? 
a) SME policies                                                         e) Marketing and exporting         
  
b) Business training                                                 f) Management                                  
c) Business counselling and mentoring               g) Technical assistance                                 
d) Business and finance linkages                        h) Project management                   
i) Others specify,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 
12. Have the trainings been relevant to your work? 
a) Yes 
b) No 




14. Rank yourself on the following skills? 
 Excellent Very good Good Needs improvements 
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Training skills     
Policy formulation     
Project management     
Communication     
Business advisory     
Problem solving     
 
15. Do you get assessed for your annual performance? 
a) Yes    
b) No    
16. If yes, do you get recognition for your output? 
a) Yes            
b) No            
17. How long are you willing to work/stay in this organization? 
a) Within the next 5 years         
b) Over 5-10 years                      
c) Till retirement                         
86 
 















institution's   rules and 
procedures negatively impact 
my work  
     
 Underfunding of budgets 
negatively impact my work 
     
Arbitrary allocation of funds 
negatively impacts my work 
     
Inadequate vehicles negatively 
impact my work 
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Inadequate office space 
negatively impacts my work 
     
Inadequate computers and 
internet negatively impact my 
work 
     
Poor coordination among staff 
and departments negatively 
impact my work 














APPENDIX 2: Guiding Questions for Management 
Part A: Description of the organisation 
1. Name of institution 
2. What is the mandate of the institutions? 
3. When was the institution established? 
4. What are the Services the organisation provides? 
5. Does the organisation achieve its annual targets? If no what are the reasons? 
6. How many offices does the organisation have across the country? How does it reach businesses 
in areas without its offices?  
Part B Organisation system and structure 
7. Do institution’s policies, rules and procedures provide a consistent referent for operations? 
8. Does the organisational structure meet the needs of efficiency and effectiveness? 
9. Does the institution maintain reliable evidence of the degree of client or constituent 
satisfaction? 
10. Does the institution have structures of accountability to constituents? 
11. Are program outcomes measured and documented and widely known to institutional staff? 
12. Does the institution have an M& E system? 
Part C: Human Resources 
13. Does the institution have adequate staff in all key positions? 
14. Is the designed staffing level enough to deliver the institution’s mandate? 
15. Do you believe you have well qualified and competed staff to deliver the institutions mandate? 
16. What is the annual staff turnover rate?  
17. Do opportunities exist for staff professional development and on-the-job trainings? 





Part D: Financial Resources 
19. Does the institution have access to resources in line with its budgets (including credit, where 
appropriate)? 
20. Does the institution have control over its own budget? 
21. Does the institution have awareness of its future resource needs? 
22. Are funds allocated proportionately to budgeted activities?  
23. What have been the programme budgets versus actual in the past five years? 
Part E: Technical resources 
24. Does the institution have adequate facilities and equipment are available to support operation? 
a) Office space 
b) Computers  
c) vehicles,  
d) telephone 
e) Internet. 
Part F: Coordination among institutions 
25. How can you describe your relationship with institutions that also promote SMEs?’ 
26. Have you had a scenario where your efforts duplicate or are duplicated by those institution? 
27. Is there a platform for interaction between institutions that support SMEs? 
28. If it is there, do you think it is effective? 
 
 
 
 
